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Morning  Session 
October  14,  1919:  10:00  A.  M. 

The  opening  session  of  the  Thirty-first  Annual  Convention  of  the 
National  Association  of  Railway  and  Utilities  Commissioners  was 
called  to  order  by  President  Charles  E.  Elmquist,  at  10  o'clock  A.  M.. 
Tuesday,  October  14,  1919,  in  the  Assembly  Room,  Claypool  Hotel, 
Indianapolis,  Indiana.  A  stenographic  report  of  the  proceedings 
follows. 

President  Elmquist :  Gentlemen,  the  Thirty-first  Annual  Convention 
will  come  to  order  and  get  down  to  business.  We  hope  that  this  is  going 
to  be  a  business  convention 

\Ve  will  be  entertained  first  by  an  address  of  welcome  by  Hon.  John 
\V.  McCardle.  Vice-Chairman  of  the  Indiana  Public  Service  Commis- 
sion. 


ADDRESS  OF  WELCOME 

BY  HON.  JOHN  W.  MCCARDLE,  VICE-CHAIRMAN'  OF  THE 
INDIANA  PUBLIC  SERVICE  COMMISSION. 

Mr.  President  and  Members  of  the  Xational  .Issociatiou   of  Rail- 
and  Public  L'tility  Commissioners: 


On  behalf  of  the  State  of  Indiana,  the  Public  Service  Commission 
and-  the  City  of  Indianapolis,  I  welcome  your  convention  to  this  city. 
I  welcome  you  in  the  fullness  of  Hoosier  hospitality.  You  have  come 
here  from  the  coasts  of  New  Kngland.  from  the  sunlit  valleys  of  Cali- 
fornia. from  the  lakes  of  the  North  and  the  palm  groves  of  the  South. 

\Ve  like    to  think  of   Indiana  a>  a  Commonwealth  as  nearly  typical 
of  everything  the  country  contains  as  may  be  found  from  coast  to  o- 
or  gulf   to  lakes.      We   take   a    ju<t    pride   in   our   great    transportation 

<-m.  especially  our  electric  railways,   and  boast  of    Indianapoli- 

the  greatest    internrhan  center   in  the   world.      <  >nr   public  utilities  are 

well  developed.     (  )ur  farms,  nur  factories  and  our  mines  have  divejsi- 

hed  our  industrial  and  commercial  intere  our  climate  has  en- 

•  aged  the  development  of  a  diversified  life. 

I  «  an  think  of  no  more  important   work  in  maintaining  the  stability 

of  our  rupuhlican  institutions  than  that  performed  by  the  men  who  are 

gathered  here.      I  am  doubtful  whether  it   would  1  V  to  name  a 

intimately   in  touch   with  the  economic  and   social   life  of 
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our  country.  As  an  outcome  of  the  war,  our  problems  are  multiplied 
in  number  and  accentuated  in  importance. 

The  past  three  years  especially  have  laid  a  heavy  toll  on  our  country's 
resources,  strained  to  the  breaking  point  the  physical  energies  of  men 
who  have  had  to  deal  with  the  nation's  war  problems  and  left  us  in 
the  transition  period  between  war  and  peace  with  no  landmarks  for 
guidance. 

This  group  has  borne  a  heavy  burden  in  all  these  trying  days.  The 
mind  can  scarcely  grasp  or  the  imagination  conceive  of  the  tremendous 
forces  that  have  operated  to  complicate  the  work  of  railroad  and  public 
utility  commissioners.  We  have  had  to  move  with  the  tide  of  world 
events  driven  by  a  great  patriotic  purpose — a  purpose  properly  to 
sustain  the  vital  functions  of  our  national  existence  throughout  the  try- 
ing ordeal. 

I  bid  you  welcome  to  our  city  and!  to  our  state.  The  Public  Service 
Commission  of  Indiana  is  indeed  happy  to  have  this  great  association 
come  to  Indianapolis  for  a  national  convention.  (Applause.) 

PRESIDENT  ELMQUIST  :  Mr.  McCardle,  on  behalf  of  the  Convention 
I  wish  to  assure  you  of  their  appreciation  of  your  most  hearty  welcome. 

Indiana  has  played  a  very  conspicuous  role  in  the  history  of  our 
Nation,  and  particularly  during  the  last  two  important  years.  One  of 
the  men  who  has  by  his  strength  and  his  courage  and  his  patriotism, 
established  a  name  for  himself  throughout  the  nation  is  the  Governor  of 
this  great  state.  (Applause.)  I  take  it  as  a  very  great  honor,  gentle- 
men, to  have  the  privilege  of  introducing  to  you  now  for  a  brief  ad- 
dress, Governor  James  P.  Goodrich  of  Indiana.  (Prolonged  applause.) 

ADDRESS 

HON.  JAMES  P.  GOODRICH,  GOVERNOR 
OF  INDIANA. 

Mr.  President  and  gentlemen:  We,  in  Indiana,  are  very  glad  to 
have  this  meeting  of  your  organization  in  Indianapolis. 

I  know  of  no  other  group  whose  functions  more  intimately  touch 
the  great  masses  of  our  people  and,  at  the  same  time,  have  to  do  with 
the  regulation  and  preservation  of  enterprises,  the  success  of  which  so 
accurately  reflects  nation-wide  conditions  of  business  and  industry. 

In  the  regulation  of  security  issues,  particularly,  you  are  continuously 
in  touch  with  the  financial  pulse  of  the  world.  Your  difficulties  vary 
with  interest  rates,  production  and  commerce,  because  these  elements 
affect  discounts,  what  constitutes  a  reasonable  return  on  a  given 
investment,  and  the  relations  between  investment  and  value  at  a 
particular  time. 

I  know  you  will  agree  with  me  that  general  business  conditions  are 
an  important  element  in  maintaining  public  utilities,  but  aside  from 
the  relations  between  public  utilities  and  other  business  enterprises, 
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the  continued  prosperity  of  our  great  business  enterprises  is  necessary 
in  working  out  our  national-  aims  and  purposes. 

\Ve  like  to  think  of  our  country  as  the  greatest  on  earth.  That  we 
are  great  in  all  the  wonderful  impulses  and  sentiments  of  a  highly  de- 
veloped civilization  is  certain.  But  if  we  are  to  maintain  our  present 
position  in  the  world  and  continue  our  national  growth,  we  are  going 
to  have  to  turn  our  talents  into  new  channels. 

Destiny  plainly  points  to  new  duties, — to  new  spheres  of  action. 
Before  the  war  our  export  business  was  so  small  in  comparison  with 
our  domestic  commerce  that  it  had  but  little  effect  on  our  national 
prosperity.  The  development  of  our  industries  during  the  last  five 
years  to  meet  the  unusual  conditions  arising  from  the  war  has  resulted 
in  such  an  increase  m  our  foreign  trade  that  it  reached  during  the  last 
fiscal  year  over  $7,000,000,000  or  more  than  40  per  cent  of  our  total 
compnerce. 

This  emphasizes  the  importance  of  our  export  trade  and  how  essen- 
tial it  is  to  us  that  it  be  maintained  at  the  highest  possible  point.  In 
order  to  maintain  and  extend  our  foreign  trade  and  keep  the  commerce 
of  the  country  going,  large  economic  units  or  combinations  of  many 
smaller  ones,  are  absolutely  essential. 

The  inventive  genius  of  Edison,  Bell,  Marconi  and  countless  others, 
combined  with  the  capacity  for  organization  and  administrative  ability 
of  men  like  Morgan,  Harriman,  Hill  and  Rockefeller,  and  other  great 
captains  of  industry,  brought  about  the  growth  of  our  large  industrial 
organizations.  They  were  a  natural  development  in  the  building  of 
the  country  and  the  extension  of  our  domestic  and  foreign  commerce. 
Wfe  have  learned  that  they  are  not  bad  simply  because  they  are  big,  nor 
good  because  they  are  small. 

The  measure  of  a  corporation's  morality,  of  its  excuse  for  living, 
is  not  in  its  size,  but  in  its  behavior.  If  it  fills  a  public  want,  if  it 
promotes  efficiency  and  economy,  if  it  does  business  legitimately  and 
fairly,  if  it  obeys  the  laws  of  the  land,  takes  no  unfair  advantage  of 
its  competitors,  and  treats  the  public  squarely,  then  I  say  it  is  a  good 
corporation,  no  matter  how  large  or  how  small  it  may  be.  If  it  is  dis- 
*olved  by  law  or  prohibited  from  extending  its  business  merely  because 
of  its  size,  the  development  of  the  country  is  hindered  and  not  helped 
hy  such  action. 

The  time  lias  come  in  this  country  when  we  should  frankly  admit 
that  the  development  of  the  larije  o >q>oration  is  essential  to  the  welfare 
of  the  country  and  a  most  important  factor  in  the  extension  of  < •in- 
domestic  and  foreign  commerce.  This  fact  should  be  admitted  and 
the  federal  irovernment  should  liceiisr  corporations  doing  an  interstate 
and  foreign  business,  lay  down  tin-  rules-  by  which  their  business  may 
be  (-•  1.  and  say  what  practice*  are  permissible  under  the  law. 

S»  IniiLT  .'i-  tlirv  arc  prohibited  from  resnrtini:  to  unfair  practice*  and 

:*ion.  the  mere  size  of  corporation-  cannot  be, 

objectionable. 

From  a  portion  of  one  of  the  lariat  debtor  nations  in  the  world  prior 
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to  the  war.  we  are  at  its  close  the  largest  creditor  nation  in  the 
world,  one  of  the  very  few  in  a  position  ti*  extend  credit  to  other  coun- 
tries desiring  to  purchase  <>ur  goods.  If  we  are  to  do  our  pan  in  financ- 
ing the  needs  of  the  world,  if  our  people  are  to  invest  in  foreign 
>ecurities.  the  American  hankers  should  he  encouraged  to  -establish 
branch  banks  throughout  the  world. 

I  think  it  was  President  Wilson  who  said  that  without  a  merchant 
marine  we  are  in  the  same  position  as  a  grocer  who  depends  on  his 
competitor  to  furnish  his  delivery  wagon.  (  hir  large  foreign  commerce 
makes  a  great  merchant  fleet  an  imperative  necessity. 

From  the  fifth  nation  before  the  war  in  tonnage  of  vessels  flying 
the  Ameiican  flag,  the  close  of  the  war  finds  us  second  only  to  Kngland, 
and  with  a  tonnage  of  ocean-going  vessels  greater  than  the  combined 
;<  milage  of  (  iermany.  France,  Japan  and  Norway. 

(  >ur  merchant  fleet  should  be  extended  so  as  to  cover  the  trade  routes 
to  every  country  in  the  world,  so  that  our  merchants  and  manufacturers 
can  load  their  products  on  an  American  railroad  and  send  them  to  the 
four  corners  of  the  earth  under  the  American  flag. 

I'nder  the  socki!  and  industrial  conditions  that  obtain  here,  and 
which  should  not  be  lowered,  it  costs  more  to  build  and  maintain  in 
service  an  American  ship  than  the  ship  of  any  other  nation.  If  we 
are  to  maintain  our  present  proud  position  in  the  world,  this  difference 
must  be  met  either  by  modifications  of  our  shipping  laws  or  by  subven- 
tions, mail  contracts  or  subsidies  to  cover  the  difference. 

\Yhen  we  have  done  all  this,  we  have  not  yet  finished.  It  was  once 
said  that  if  an  Englishman  should  establish  a  peanut  stand  in  the 
remotest  corner  of  the  world,  the  entire  Knglish  army  and  navy  would 
be  ready  to  protect  him  in  his  just  rights. 

It  is  not  fair  to  encourage  the  American  manufacturers  and  business 
men  to  venture  into  foreign  lands  to  extend  our  trade,  and  then  to 
suffer  an  invasion  of  their  rights,  permit  their  property  to  be  confiscated 
and  their  lives  destroyed  without  adequate  protection  from  our  govern- 
ment. It  has  been  said  that  trade  follows  the  flag.  1  want  our  flag  to 
follow  our  trade  into  foreign  ports  and  protect  it  when  it  deserves 
protection. 

I  do  not  believe  in  jingoism  or  moving  about  with  a  chip  on  our 
shoulder.  I  do  believe  that  this  country  is  great  enough,  strong  enough, 
and  just  enough  to  insist  that  the  flag  not  only  goes  wherever  our 
trade  and  commerce  have  a  lawful  right  to  go,  but  that  it  follows 
every  American  citizen,  wherever  his  business  may  lead,  to  protect 
him  in  his  just  and  lawful  rights. 

Our  domestic  transportation  system  must  be  linked  up  with  the  trade 
routes  at  the  seaboard.  The  future  of  the  railroads  is  dependent  in  a 
lar!ge  measure  upon  the  influence  and  judgment  of  this  body.  I  am 
familiar  with  the  plan  of  regulation  and  control  advanced  by  your 
body  and  I  am  in  hearty  sympathv  with  it.  Its  success,  however,  will 
hinge  more  and  more  on  the  spirit  and  vision  of  the  human  agents 
selected  to  administer  the  control.  \Ye  can  no  longer  afford  to  be 
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stingy  with  railroads.  We  cannot  afford  to  have  them  starve  and  to 
be  stunted  in  their  development  because  of  the  unfairness  of  the  state. 
\Yo  are  now  paying  an  enormous  price  for  the  shortsighted  policy 
pursued  just  before  the  war.  There  are  many  details  of  policy  with 
respect  to  the  railroads  that  we  can  leave  to  the  immediate  future  to 
solve.  I  am  of  the  opinion  that  the  railroads  should  be  returned  to 
their  owners  at  the  very  earliest  possible  moment.  There  is  no  good 
<>n  for  delay,  once  Congress  has  provided  a  method  of  control  and 
arranged  to  compensate  them  for  equipment  purchased  by  the  federal 
administration  and  not  necessary  in  peace  time  operation,  and  for 
other  losses  incident  to  the  government's  seizing  these  properties. 

If  present  rates  are  not  adequate,  the  Director  General  should  im- 
mediately increase  them,  or  in  case  of  his  failure  to  act,  Congress 
should  direct  the  advance  of  rates  so  as  fully  to  cover  tiie  deficit  in 
current  operating  revenues.  This  deficit  should  not  be  met  out  of 
the  federal  treasury. 

So  long  as  the  railroads  are  under  government  supervision,  they 
should  be  freed  from  the  operation  of  the  Sherman  and  Clayton  acts 
and  encouraged  to  consolidate,  but  in  such  fashion  as  to  preserve  the 
:  competitive  systems  which  have  developed  in  our  country  and 
which  have  made  the  American  railroads,  before  the  government  took 
possession  of  them,  such  marvels  of  efficiency  and  economic  operation. 

Wholly  aside  from  the  question  of  rates,  valuation,  capitalization, 
return,  consolidation  and  agency  for  control  so  frequently  put  forward 
as  essential  to  successful  operation,  there  is  the  question  of  the  organi- 
zation of  the  roads  themselves,  which  in  many  respects,  is  just  as 
far-reaching. 

During  the  war  we  have  heard  much  of  the  value  of  morale  in  the 
army,  that  spiritual,  intangible  force  without  which  the  army  is  but  a 
mob.  The  management  of  the  railroads  by  the  government  during  the 
war  period  has  shown  the  direct  effect  of  morale  on  operation.  Before 
the  war,  it  was  commonly  recognized  that,  among  the  men  connected 
with  the  large  railroad  systems  of  the  country,  there  was  a  spirit  of 
interest  and  loyalty  to  the  road  and  its  management  that  was  regarded 
he  most  irnjx)rtant  single  factor  in  its  successful  operation.  I  am 
told  by  men  who  are  now  responsible  for  the  management  of  the  roads 
that  the  old  time  spirit  of  pride  and  loyalty  lias  disappeared  on  many 
•:d  in  their  place  is  the  spirit  of  discontent  and  lack  of  interest. 

There  is  only  one  way  to  re-tore  this  spirit  of  loyalty,  the  morale  of 
the  organization,  and  that  is  to  re-tore  the  r«>:id<  to  their  owners  and 
jK-rnm  the  rebuilding  of  the  human  element,  which  is  so  vital  to  effi- 
cient and  economical  management.  The  longer  the  return  is  delayed. 
the  nv.re  difficult  the  problem  and  the  longer  will  it  take  again  to  restore 
our  railroad-  to  their  former  efficiency. 

About   one  do/ni   plan-   for  return  and  control   have  been  proposed 

to  Congress.     The  -Senate  commit  tee   is  about    ready   to   report   a   bill 

that  will  provoke  endle--  del  ate.     I  can  see  no  good  reason  why  the 

:imot  lie  returned  at  once  under  ade<p  !  to  permit  them 
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to  go  on.  with  the  assurance  that  the  government  will  fully  compensate 
:n  for  losses  incurred  by  reason  of  government  operation,  aid  them 
in  linancin^  their  obligations  to  ilu-  >M>\  eminent  and  then  work  out  the 
final  -rrward. 

The  Eseh-Pomerene  bill,  as  introduced,  provides  that  telephone  and 
telegraph  companies  shall   come  under  the  jurisdiction  of   the   Inter- 
state Commerce  Commission.     I  think  that  Commission  will  have  about 
all  it  can  do  for  the  present,  with  the  railroad  problem.     If  not  already 
done,  this  provision  should  be  stricken  from  the  bill.     Neither  do  I 
believe  the  electric  railroads  should  be  subjected  to  federal  regulation 
to  any  extent.     The  time  may  come  when  this  will  be  necessary,  but  it 
n«»t  yet  arrived.     In   Indiana,  where  there  has  been  a  marked  de- 
f   electric  railroads,  they  supply  many  local  communities 
with  light  and  power  and  in  some  places  operate  with  local  heating 
and   water  plants.     Their  interstate  business,  with  few  exceptions,  is 
comparatively  unimportant.     They  are  more  particularly  local  enter- 
ed the  present  form  of  regulation  should)  not  be  disturbed. 
i  Applar. 


President  KLMQUIST:     Mr.  Secretary,  will  you  proceed  with  the  roll 
call  ? 

Roll  call  by  the  Secretary,  James  B.  Walker,  showed  the  attendance 
as  noted  under  the  heading,  "Organization  of  Convention."  . 


PRESIDENT'S  ADDRESS 

CHARLES  E.  ELMQUIST,  OF  ST.  PAUL, 
MINNESOTA. 

idem  KLMOUIST:  Gentlemen  of  the  Convention:  In  the  many 
years  that  I  have  served  as  a  State  Commissioner,  I  cannot  recall  a 
convention  which  has  met  under  happier  auspices  than  the  one  now 
convened.  The  hall  is  delightful,  provisions  for  our  entertainment 
are  complete ;  the  hospitality  of  the  city  will  be  extended  to  us,  and  I 
am  very  >ure  tliat  the  deliberations  of  this  Convention  will  reflect  the 
judgment  of  the  regulating  commissions  of  the  country  and,  Mr. 
McCardle,  due  credit  to  the  great  city  which  honors  us  with  its 
invitation.  (Applause.) 

We  are  likewise  honored  by  having  with  us  this  morning  one  of  the 
former  dis'in^uished  presidents  of  our  Association.  I  notice  that  Max 
Thelen  has  not  drifted  so  far  away  from  his  sympathy  with  state  regu- 
lation, but  what  he  was  forced  to  come  here  and  attend  the  proceedings 
of  this  Convention.  We  welcome  him  here.  (Applause.) 

Under  our  form  of  government  we  elect  public  servants,  and  we 
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expect  and  hope  that  those  who  are  in  positions  of  responsibility  will 
be  permitted  to  enjoy  the  health  and  the  strength  to  complete  the  work 
which  they  have  in  ipind.  I  am  sure  that  every  member  of  this  Conven- 
tion earnestly  prays  for  the  speedy  recovery  of  the  health  of  the  Pres- 
ident of  the  United  States;  ( prolonged  applause)  and  I  trust  that 
before  we  conclude  our  deliberations  a  proper  resolution  to  that  effect 
shall  be  adopted  by  this  Convention. 

The  armistice,  which  practically  ended  the  war,  was  signed  the  day 
before  the  meeting  of  our  last  convention.  Questions  of  reconstruction 
to  a  peace  basis  became  prominent.  Our  convention  adopted  a  resolu- 
tion which  recited  that  state  commissions  would  thereafter  assert  the 
power  conferred  upon  them  by  state  laws  to  regulate  railroads  and  other 
public  service  corporations. 

"\\ Hiile  it  was  generally  felt  that  the  Director  General  in  assuming  to 
make  intrastate  rates  and  to  control  local  questions  affecting  the  ex- 
penditure of  money,  material  and  supplies  had  exceeded  the  powers 
conferred  upon  him  by  law,  yet  no  state  commission  during  the  war 
attempted  to  contest  in  the  courts  the  exercise  of  that  power. 

Walker  D.  Hines  became  Director  General  early  in  January,  1919, 
and  Max  Thelen,  a  former  president  of  this  association,  became  direc- 
tor of  public  service.  These  gentlemen  expressed  a  desire  to  cultivate 
better  relations  with  the  state  commissions  than  had  heretofore  existed 
under  the  regime  of  William  G.  McAdoo  ;  and  a  conference  was  held  in 
January,  at  which  time  questions  of  policy  and  procedure  were  fully 
discussed. 

This  meeting  was  well  attended  by  officers  and  members  of  our  Asso- 
ciation. Complete  agreement  was  reached  at  the  conference  and  this 
found  expression  in  order  58  issued  by  the  Director  General.  This  order 
recognized  the  right  of  the  state  commissions  to  exercise  all  of  the  police 
powers  other  than  the  control  of  rates  and  that  question  was  to  be  sub- 
mitted to  the  court  for  final  settlement. 

It  is  only  fair  to  state  right  here  that  the  relations  which  have  existed 
during  the  past  year  between  your  president  and  the  present  Director 
General  of  Railroads  and  his  associates  have  been  most  cordial.  It  is  my 
sincere  conviction  that  the  Director  General  has  earnestly  attempted 
to  discharge  an  important  trust  to  the  best  of  his  ability. 

The  North  Dakota  Rate  Case  and  the  group  of  wire  cases  reached  the 
Supreme  Court  and  were  decided  in  the  month  of  June.  The  decisions 
in  those  cases  clearly  established  that  the  President  and  the  Postmaster 
General  had  the  power,  during  the  period  of  the  war.  to  initiate  state, 
as  well  as  interstate,  rales,  Fares  and  charges.  Thus  ended  the  attempt 
of  the  states  to  regulate  intrastate  rates  during  the  period  of  federal 
control.  The  wires  were  returned  the  last  day  of  July,  and  the  Fuel 
Administration  ceased  to  function  in  the  same  month. 

Many  of  the  commissions  have  taken  an  active  part  in  rat< 
in--  before  local  and  central  traffic  committees  of  the  Railroad  Admin- 
fion.  and   before  Directors  Chamber*  and   Thelen   in    Washington. 
In  these  matters  they  have  been  helpful  to  the  shippers  a*  well  as  the 
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Director  (ieiieral.     In  my  judgment,  the  future  will  present  an  increas- 
ingly important  field  of  activity   for  state  commissions  in  matters  af- 
nahleiu-  rll   as   the   relationship,   of    interstate 

and    clarifications,   and    the  'proper   cooperation 
:  al  authorities  in  Shreveport  cases. 

Dr.  Harry  A.  <  iurtu-ltl  closed  the  affairs  of  his  office  without  issuing 

the  order  fixing  a  minimum  528  British  Thermal  Unite  standard  on  gas, 

although  a  long-continued  and  persistent  effort  had  been  made  by  in- 

have  this  done.     That  order,  if  legal,  would  have  set 

rdinanee.  contract,  law  and  also  order  of  a  state  commission 

affecting  .nd  this  was  contemplated  without  considering 

the  earnings  of  the  company  or  the  operating  conditions.     Rates  would 

have  lx<  My  increased  from  8  to  W'f .     State  commissions  did 

not  oppose  just  and  reasonable  increases  of  utility  rates  during  the  war, 

but  none  of  them  felt  as  if  they  should,  or  were  authorized  to,  surrender 

their  regulatory  power  over  coal  gas  rates  to  the  Fuel  Administrator. 

The  '.ed  these  rates  as  local  rather  than  national  in  scope.     For 

this  I  used  my  efforts  to  defeat  the  issuance  of  this  order,  and  in 

•ing  had  the  able  cooperation  of  Commissioner  Travis  H.  Whitney, 

York  City,  the  Special  \Yar  Committee,  and  other  state  com- 

missiom 

-ml  indications  favor  the  return  of  the  railroads  to  private  opera- 
tion by  the  end  of  the  year.  This  is  strictly  in  accordance  with  the 
recommendation  made  by  our  Association  to  the  Senate  and  House 
committees.  Upon  the  restoration  of  the  railroads,  the  commissions 
will  be  called  upon  to  exercise  all  of  their  former  regulatory  powers 
unless  otherwise  ordered  by  Congress. 

The  present  special  session  of  Congress  was  convened  to  consider 
questions  growing  out  of  the  readjustment  to  a  normal  peace  basis. 
The  President  specifically  asked  it  to  give  attention  to  railroad  legisla- 
tion, and  indicated  that  he  would  return  the  railroads. by  the  end  of  this 
year.  Extensive  hearings  were  held  before  the  Senate  and  House 
committees  upon  the  Esch-Pomerene  bills,  and  these  committees  may 
be  expected  soon  to  report  their  recommendations  for  legislation  to 
thei:  tive  bodies.  While  a  great  many  different  plans  have  been 

:    to   Congress,   it   is   pretty  well   understood  that   the   Esch- 
lerene  bills  will  be  taken  as  the  framework  for  the  legislative  struc- 
ture ultimately  to  be  constructed. 

Advocates  of  government  ownership,  or  the  Plumb  plan,  and  those 

who   fav  ntinuation   of   government   operation   for  the   political 

advantage  which  might  arise  therefrom  in  the  ensuing  national  campaign, 

naturally  oppn^-  the  final  consideration  of  railroad  legislation  during 

the  special  session.     Tint  adjournment  without  passing  such  legislation 

may  throw  the  whole  question  into  the  national  campaign,  in  which 

nt   remedial  legislation  may  be  indefinitely  postponed. 

There  should  be  no  uncertainty  upon  this  question.     Delay  seriously 

interferes  with  the  re-adjustment  of  our  business  activities  and  strength- 

the  conviction  of  many  persons  that  the  time  has  come  for  this 
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government  to  assume  the  permanent  ownership  and  operation  of  the 
transportation  lines,  coal  mines,  packing  plants,  flour  and  lumber  mills, 
coal  and  oil  lands,  steel  plants,  banks  and  many  other  important 
industries. 

None  of  us  can  foretell  how  far  governmental  activities  may  ulti- 
mately extend.  The  tendency  is  towards  the  increase  rather  than  the 
curtailment  of  control  over  the  instrumentalities  of  production  and 
transportation.  Yet  it  is  certain  that  the  dangerous  period  following 
the  world's  greatest  war.  when  passions  are  still  inflamed  and  the 
increasing  high  cost  of  living  and  the  wholesale  charges  of  undue  profit- 
eering are  exciting  the  minds  of  our  people  to  an  unusual  degree,  is  not 
the  time  for  us  to  attempt  to  give  serious  consideration  to  the  question  of 
government  ownership  of  railroads  or  other  important  industries. 

We  are  all  creatures  of  habit.  We  are  accustomed  to  privately 
operated  railroads,  and  the  experience  which  has  been  gained  during 
the  two  years  of  federal  operation  has  not  convinced  the  American 
people  that  private  operation  is  a  failure.  We  are  convinced,  however, 
that  regulation  must  be  rounded  cut  so  as  to  give  the  people  more 
perfect  control  over  the  rates,  service,  standardization,  operating  costs, 
consolidations,  and  extensions  of  these  arteries  of  commerce.  Xo 
serious  consideration  should  be  given  to  the  question  of  public  owner- 
ship until  it  has  been  demonstrated  by  experience  that  private  operation, 
subject  to  more  perfect  regulation,  fails  to  produce  satisfactory  service 
at  reasonable  rates,  or  that  the  enforcement  of  statutory  laws  will  pre- 
vent periodical  mismanagement. 

Just  now  Congress  is  a  storm  center.  Every  crank  is  on  the  scene 
with  his  particular  pet  scheme.  They  are  as  multifarious  as  an  armful 
of  toy  balloons.  The  railroad  executives  and  securities  holders  appear 
to  be  in  opposite  camps,  and  apparently  the  most  eminent  lawyers  of 
the  count ry  are  tangled  up  over  the  question  of  excess  earnings.  Whether 
this  difference  of  opinion  is  real  or  mere  camouflage  is  a  thing  yet 
undisclosed. 

Congress  is  about  to  kick  the  anti-trust  law  into  the  middle  of  the 
ocean  and  permit  consolidations  subject  to  the  approval  of  public 
authorities.  It  is  difficult  t<»  sav  whether  sentiment  for  the  consolidation 
tilroads  is  real  or  artificial,  but  it  nevertheless  exiM>.  Every  com- 
bination of  railroads  means  an  extension  of  monopoly  and  imposes 
upon  Congress  and  the  states  the  absolute  dir  inir  t<>  it  that  the 

arm  of  regulation  shall  secure  for  the  people  that  adequate  service 
which  competition  has  in  a  large  measure  provided  for  them. 

Remarkable   as   it    mav    seem,    ihe    railroads,    banker-*   and    xvur 
holders  unite  in   demanding    government    n  filiation    of   capital    is! 

Corporations  have  taken  advantage  of   federal  operation  to  standard- 
ize and  unify  rates,  charue^.  practice   ;md  classifications.      They   bave 
persistently   advora'.cd    centralization   of   all    ra'e-makin^   power   in   the 
"limn-in.     Thev  are  well  o,-ani/ed  in  Washington,  and  some 
of  the  shrewdest  men  in  the  country  are  at  their  "Regulation 
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by  forty-eight  commissions"  is  held  forth  as  a  great  menace,  although 
most  railroa  crate  through  only  a  few  states. 

Railroad-   en  fail   to  mention  the  good  work  done  by  state 

authorities,  but  any  mistake  or  alleged  radical  action  of  a  state  com- 

>hmited   from  the  housetops.     The  last  session  of 

the  North  Dakota  legislature  passed  a  maximum  rate  law  which  pre- 

scril  much  lower  than  those  initiated  by  the  Director  General. 

between  the  North  Dakota  schedule  and  the  present  rates 

been  made  by  the  railroads  and  are  freely  circulated  in  Congress 

for  the  purpose  of  showing  that  the  North  Dakota  rates  impose  an 

undue  burden  on  interstate  commerce.    At  present  we  hear  more  about 

the  North  Dakota  rate  law  than  any  other1  action  taken  by  a  state  within 

the  last  tv, 

This  experience  is  used  to  demonstrate  the  necessity  of  giving  to 
the  Interstate  Commerce  Commission  full  and  exclusive  power  over 
all  rates.  Of  course,  these  rates  cannot  go  into  effect  during  the  period 
of  federal  control.  The  question  of  their  legality  remains  to  be  settled 
when  the  roads  are  returned.  It  would  seem  that  the  war  period,  with 
Distantly  mounting  costs,  were  an  inauspicious  time  for  the  passage 
of  laws  which  materially  reduce  transportation  charges.  However 
well  disposed  the  North  Dakota  legislature  might  be,  the  fact  remains 
that  its  action  has  embarrassed  the  friends  of  state  regulation. 

I  have  been  amazed  at  the  lack  of  understanding  among  Congress- 
men, business  men  and  economists  as  to  the  proper  function  of  state 
commissions.  It  was  my  privilege  to  be  a  member  of  the  conference 
calUd  by  the  Chamber  of  Commerce  of  the  United  States  to  consider 
the  railroad  question.  This  conference  was  composed  of  bankers, 
business  men,  railroad  officials,  economists,  laborer's,  farmers,  and 
••lating  official^.  A  more  representative  group  of  men  could  not 
have  been  assembled  in  this  country.  In  the  early  stages  of  the  con- 
ference the  sentiment  was  distinctly  hostile  to  all  forms  of  state  regu- 
lation. These  men  had  been  impressed  by  the  propaganda  which  has 
been  going  on  in  this  country  for  years.  After  state  regulation  had 
been  carefully  explained  the  atmosphere  cleared  and  most  of  the  gentle- 
men frankly  admitted  that  they  did  not  know  anything  about  the  work 
of  state  commissions  or  the  importance  of  local  regulation.  The  utter 
appealing  to  the  Federal  Government  for  relief  in  matters 
of  purely  local  concern  had  never  occurred  to  them. 

To  a  large  extent  the  same  thing  may  be  said  of  our  members  of 
Congress.  They  are  so  busily  occupied  with  the  multitudinous  affairs 
of  their  office  that  it  is  impossible  for  them  to  know  of  the  work  which 
is  being  done  by  state  commissions.  In  my  opinion  Congress  wishes 
to  continue  the  dual  formj  of  regulation  but  the  members  must  be  in- 
formed as  to  its  benefits.  Our  several  commissions  should  keep  in  touch 
with  their  members  of  Congress  by  letter  and  when  in  Washington 
call  upon  them. 

At  this  point,  gentlemen,  may  I  interpolate  this  thought:  nothing 
impresses  a  congressman  more  than  a  letter  from  a  state  official.  They 
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know  that  the  state  officers  understand  the  problems,  and  they  are  will- 
ing to  carry  out  the  will  of  the  officers  elected  by  the  people  of  the 
state,  or  appointed  by  the  governor  of  that  state,  in  all  matters  which 
will  more  properly  protect  the  local  regulatory  power.  I  cannot  too 
strongly  urge  the  members  of  this  Association  to  write  personal  letters 
to  their  congressmen,  explaining  the  work  that  is  being  done  by  the 
commissions  and  the  necessity  of  preserving  our  local  regulatory 
scheme  of  government. 

The  past  two  years  have  been  the  most  trying  in  the  experience  of 
our  commissions.  They  have  been  flooded  with  petitions  by  public 
service  companies  for  increased  rates,  and  in  many  jurisdictions  it  has 
been  found  necessary  to  gran,t  prompt  relief  in  order  to  take  care  of 
the  higher  cost  of  labor,  fuel,  supplies,  and  material.  In  some  com- 
munities very  strong  opposition  to  increased  rates  has  developed  and 
bitter  charges  have  been  made  against  the  commissions. 

Perhaps  one  of  the  most  striking  example  of  public  hostility  is  to  be 
found  in  the  state  of  New  Jersey.  The  Public  Service  Company  of 
that  state  serves  165  cities,  villages,  and  boroughs.  After  an  extended 
hearing  the  commission  established  a  zone  system  based  upon  a  3-cent 
initial  charge.  The  rates  became  effective  September  1.  In  its  order 
the  commission  stated  that  the  rates  were  experimental,  and  no  appeal 
was  taken  from  the  order.  Recently  the  citizens  of  one  of  the  large 
cities  filed  a  petition  with  the  governor  alleging  that  the  commissioners 
were  guilty  of  neglect  and  misconduct  and  should  be  removed  from 
office.  The  governor  haled  the  members  of  the  commission  before 
him  and  the  case  was  heard  at  Trenton,  N.  J.  on  October  7. 

Under  the  law  of  that  state  it  was  the  duty  of  the  governor  to  insti- 
tute such  an  investigation  if  he  believed  the  petition  to  be  filed  in  good 
faith.  Nothing  in  the  evidence  challenged  either  the  integrity  or  the 
honesty  of  the  commissioners  nor  was  there  anything  to  show  that  the 
commission  had  failed  to  give  consideration  to  all  relevant  facts.  It 
seems  to  me  that  this  is  a  misdirected  proceeding.  Courts  are  created 
to  try  disputed  questions  of  fact  or  law.  If  the  Governor  should 
attempt  to  remove  the  commissioners  for  an  error  of  judgment  he 
would  be  striking  a  very  severe  blow  at  our  regulating  system.  Such 
practice  might  thrust  the  whole  question  of  regulation  into  politics 
thus  undermining  the  confidence  which  people  should  have  in  our 
regulation  svMem.  In  practically  all  cases  of  any  ini|>ortance,  petitions 
for  removal  might  be  filed  with  the  Governor  either  on  behalf  of  in- 
ted  partis  or  at  the  behest  of  corporations  thus  keeping  the  coin- 
on  constantly  on  the  defensive.  Under  such  circumstances  no 
official  could  give  the  best  service  nor  apply  himself  to  an  intelligent 
•deration  of  any  case 

The  next  few  yean  will  he  very  trying  ones  for  all  regulating 
officials,  federal,  state  and  municipal.  With  the  resumption  of  peace 
will  come  a  demand  for  substantial  reduction  in  rates  and  charges  of 
all  public  service  corporations,  as  well  as  agitation  for  government  and 
municipal  ownership.  The  service  *of  these  different  utilities  plays 
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an  important  part  in  the  cost  and  comfort  of  living  that  serious 

must  be  given  to  these  complaints.     Valuation  of  the  plants 

has  become  an   i  practice  and  a  thorough   knowledge  of  their 

accounting   method-    is   imperative.      The   war   played   havoc   with    the 

>rganizatior>    uf    corn-missions,    and    it    was    found    practically 

impossible  to  make  a  thorough  and   systematic   study  of   the   facts  in 

-   which   were   presented.     The  situation   is  now  changed,   and   no 

difficulty  should  be  experienced  in  securing  a  high-grade  working  force. 

the  ablest  economists  and  financiers  in  the  country  recently 

I    before  the   Federal   Electric  Railway  Commission   to  testify 

the  trend  of  prices  and  waives,  and  there  was  a  practical  unanimity 

of  opini-  g  them  to  the  effect  that  we  have  entered  upon  a  new 

cost  standard  in  this  country  and  that  no  substantial  reduction  in  the 

prices  of  supplies  ami  materials,  in  cost  of  living,  or  in  wages,  may  be 

:   for  a  number  of  years.     This  opinion  is  partially  borne  out 

the  upward  trend  of  unit  prices  since  the  signing  of  the  armistice. 

If  this  high  price  level  continues  it  will  be  found  that  much  of  the  cost 

data  and  many  of  the  studies  which  have  been  heretofore  made  will  be 

of  little  value  in  deciding  pending  cases  or  those  which  may  hereafter 

mu^lit.     It  would  lie  well  for  commissions  to  anticipate  criticism 

which  is  bound  to  be  directed  against  them  in  the  future  by  making 

careful  cost  studies  of  the  operation  of  various  utilities  and  to  take  the 

public  squarely  into  their  confidence  in  respect  to  the  facts  disclosed. 

:i    regulation    can    only   be    successful   where   the    officers 

have  the  confidence  of  the  public  and  the  respect  of  the  corporations. 

Hard  work,  painstaking  study  and  absolute  fairness  in  the  decision  of 

all  cases   are  the  only   means  which  will   permanently  command   that 

and  confidence. 

\Ye  are  living  in  an  exceedingly  critical  age.     Bolshevism  is  showing 

its  ugly   fangs   in   many   sections  of   our   country,   whether  densely   or 

populated.     Over   300  strikes  in   the   month   of   July   testify 

ugly  to  our  social  unrest.    The  great  steel  strike  may  spread  to  many 

other  allied  organizations  in  the  American  Federation  of  Labor  and 

may  even  involve  the  Brotherhood  trainmen.     Demands  for  increased 

n   railroad  service,  public  service,  and  all  lines  of  industry  are 

"ing"  the  apprehension  of  thinking  people,  and  the  labor  conference 

now  in  session  in  the  city  of  Washington  is  looked  to  for  guidance  in 

this   unsettled   period.     Government   statistics  have  demonstrated   that 

the  co>t  of  living  has  kept  pace  with  the  increased  wage,  and  many  wage 

earners  are  today  in  poorer  circumstances  than  they  were  prior  to  the 

war.     Wages  on  the  steam   railroads  have  been  increased  during  the 

pa-t  two  ver  one  billion  dollars,  and  there  are  pending  demands 

which,  if  granted,  would  add  hundreds  of  millions  to  the  cost. 

The  National  War  Labor  Board  was  called  upon  to  arbitrate  a  great 
many  di-pnp  en  the  employees  and  street  and  electric  railroads. 

This  B.oard  adopted  a  living  scale  of  wages  which  had  the  effect  of 
adding  largely  to  the  operating  costs  in  this  line  of  service.  The- 
maximum  wage  was  52  cents  per*hour  for  motormen  and  conductors.. 
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This  scale  has  been  outstripped  by  wages  now  paid  to  the  employees 
in  Chicago,  Boston,  New  York,  Philadelphia,  Cleveland  and  other 
large  cities. 

At  a  recent  hearing  of  tjie  Federal  Electric  Railways  Commission, 
of  which  I  am  Chairman,  witness  appeared  in  behalf  of  the  Amalga- 
mated Association  of  Street  and  Klectric".  Railway  Employees  of 
America.  Data  on  the  cost  of  living  was  introduced,  and  the  com- 
missinn  was  asked  to  recommend  a  comfort  wage  budget  of  $2000  per 
year,  based  upon  an  8-hour  day.  This  is  equivalent  to  80  cents  per 
hour,  $6.40  per  day,  and  $166.00  per  month.  According  to  the  witness 
this  wage  should  be  applied  in  all  sections  of  the  country  to  all  em- 
ployees of  street  railway  companies,  unorganized  as  well  as  organized, 
married  and  single,  white,  red,  yellow  and  black ;  it  should  apply  as  a 
minimum  to  the  janitor,  the  scrub-woman,  the  clerk,  stenographer, 
common  laborer  of  all  kinds,  the  motorman.  and  the  skilled  lal  orer. 
After  the  base  wage  has  been  fixed  at  80  cents  per  hour,  wages  must 
then  be  based  upon  the  same  classification  as  now  exists  between  dif- 
ferent classes  of  employees,  thus  Diving  the  skilled  laborer  several  times 
more  than  the  common  laborer  receh 

If,  as  a  result  of  this  scale  of  wages,  it  should  become  necessary  to 
increase  fares  to  such  an  extent  that  the  riding  habit  is  curtailed,  thus 
preventing  the  earning  of  sufficient  revenue  to  meet  operating  expenses 
and  fixed  charges,  they  suggest  that  the  deficit  be  made  up  by  general 
taxation.  In  their  opinion  this  basic  wage  should  apply  alike  to  labor 
on  the  steam  railroads,  in  the  mills,  shops,  mines,  stores,  on  the  farm, 
and  to  all  classes  of  workmen,  the  professional  man.  the  school  teacher, 
and  to  all  persons  in  private  or  public  employment.  This  demand 
results  from  a  comprehensive  study  which  has  been  made  by  the  Labor 
Department  of  the  Government  into  the  co-t  of  living,  and  the  sum 
of  money  which  is  required  to  comfortably  sustain  a  family  of  five. 

Present  tendencies  and  experience  gained  during  the  war  have  forced 

regulating  officials  to  the  conclusion  that  rates  charged  by  public   SCT- 

•ioiis  should  he  upon   a  sufficiently  elastic   basis  to  permit 

necessarv  TV  .  he  made  to  meet   substantial  changes  in  operating 

It   is  to  be  hoped  that   the  public  has  reached   the  determination 

to  abolish  legislative  and  contract   rates  and   to  transfer  to  the  proper 

•lating  tribunals  the  control   over  this   important    subject. 

A  few  moments  ago   I  alluded  to  the  fact   that    Bolshevism  has  made 

•'pearance  in  certain  sections  of  nur  country.  Sometimes  it  si 
up  in  very  respectable  guise.  Let  me  illustrate:  The  other  dav  a  man 
appeared  before  our  I'ederal  Electric  Railways  Commission  who  made 
dangerous  comment  about  courts  and  commissions.  He  claimed  to 
rrprr-Mit  60,000  people  in  a  large  city,  who  belonged  to  a  Citi/eiis 
Referendum  tvored  the  c«  mtiscat i.  -n  »of  the  Btl 

properties  hv  the  city,  justifying  his  position  by  asserting  that  tl  < 
holders   and   bondholders   had    heen    receiving   a    return    upon    tictii 
capital  for  many  years      His  idea  was  that  the  citv  should  build  parallel 
line,  am  Milting  in  the  final  destruction  of  the 
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pri\  perty.     He  opposed  the  increase  of  fares  in  that 

city  in  the  following  language:  "It  is  not  the  price  of  labor;  but  just 
this:  They  are  asking  increased  fares  in  order  to  meet  additional  cost 
of  bribery,  and  for  no  other  purpose  in  this  world.  That  is  it." 

He  attacked  the  valuation  of  the  plant  made  by  the  Public  Service 
Commission  of  that  state.  No  appeal  was  taken  by  his  association 
from  the  order  fixing  the  value. 

The  question  was  asked  him:  "Why  did  you  not  take  an  appeal 
from  that  tinclii  | 

"localise  I  have  been  before  the  courts  so  much  that,  as 
one  gentleman  expressed  it — I  had  just  as  soon  have  a  case  against  the 
devil  at  a  court  house  in  hell  as  to  have  a  suit  against  a  public  service 
corporation  in — ." 

stioH  :    "Then  you  have  not  got  very  much  respect  for  the  public 
officials  or  courts  of  law  of — ?" 

Answer:  "Well,  Your  Honor,  to  be  perfectly  candid  with  you,  I 
will  say  this,  that  it  does  look  like  to  me  from  all  the  experience  and 
information  that  I  can  possibly  gather,  and  I  believe  that  every  man  in 
the  United  states,  virtually,  from  Maine  to  California  has  got  to  the 
point  where  they  no  longer  look  upon  our  courts  as  a  place  where  justice 
between  man  and  man  is  administered,  but  merely  as  a  refuge  and  a 
haven  for  the  murderer,  the  robber,  the  burglar  and  the  thief." 

It  is  needless  to  say  that  the  commission  refused  to  hear  further 
from  a  man  who  indicted  our  whole  social  and  judicial  system. 

Perhaps  such  extreme  notions  will  never  gain  dangerous  headway 
in  America,  hut  nevertheless  such  manifestations  are  the  symptoms  of 
a  disease  which  it  is  well  for  this  country  to  study  with  great  care,  and 
to  apply  a  remedy  when  found. 

Our  national  association  is  growing  in  strength  and  influence.  It  is 
distinctly  a  public  institution,  and  as  such  it  can  always  be  depended 
upon  to  support  the  public  interest. 

As  indicating  the  standing  of  our  association,  I  might  briefly  call 
attention  to  the  fact  that  the  President  of  your  association  was  appoint- 
ed by  President  Wlson  as  a  member  of  the  Federal  Electric  Railways 
Commission  and  is  serving  as  its  chairman.  This  should  not  be  regard- 
ed as  a  personal  compliment  to  myself  but  as  a  proper  recognition  of 
the  standing  of  the  National  Association  of  Railway  and  Utilities 
Commissioners. 

The  importance  of  this  investigation  cannot  be  overestimated.  It  is 
claimed  that  six  billion  dollars  are  invested  in  the  street  and  electric 
railway  companies  of  the  country.  Sixty  companies  are  now  in  the 
hands  of  receivers,  and  a  large  number  are  hovering  on  the  verge  of 
bankruptcy.  Invitations  were  extended  to  all  public  service  commis- 
sions, mayors  of  cities,  economists,  and  students  of  transportation 
problems  to  appear  before  the  commission.  Questionnaires  have  been 
mailed  to  all  public  service  corporations,  mayors  and  commissions.  Hear- 
ings have  been  conducted  for  weeks,  and  the  most  eminent  men  in  the 
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country  have  freely  and  voluntarily  appeared  before  the  commission 
to  offer  their  suggestions. 

Hearings  were  closed  on  Saturday,  October  4,  and  a  force  of  expert 
men  is  now  engaged  in  analyzing  the  testimony  and  agreeing  upon 
recommendations  to  be  submitted  to  the  commission  for  its  Considera- 
tion. It  is  to  be  hoped  that  the  service  given  by  the  representative  of 
your  association  may  be  distinctly  helpful  in  the  solution  of  one  of  the 
serious  economic  problems.  It  should  be  borjie  in  mind  that  all  of  the 
members  of  this  commission  are  giving  their  services  to  the  public 
free  of  cost. 

The  bureau  at  Washington  has  now  been  maintained  two  and  a  half 
years.  Hon.  Clyde  &.  Aitchison,  now  the  distinguished  chairman  of 
the  Interstate  Commerce  Commission,  was  our  first  representative. 
During  the  past  two  years  I  have  tried  to  represent  you.  It  has  been 
my  privilege  to  be  consulted  upon  many  questions  affecting  public 
policy  by  members  of  Congress  and  students  of  transportation  and 
school  problems.  As  a  representative  of  the  states  I  have  been  wel- 
comed in  all  departments  of  the  government.  By  letter,  telegram  and 
other  methods  I  have  tried  to  keep  in  touch  with  the  wishes  and  senti- 
ments of  the  members  of  every  state  commission.  Their  combined 
views  upon  legislative  matters  and  questions  affecting  the  extension  of 
federal  control  over  the  railroads  and  wire  systems,  the  return  of  the 
properties,  and  the  principles  which  should  be  introduced  into  any  well 
rounded  regulating  system,  have  been  duly  presented  to  Congress. 

I  have  often  discussed  legislative  and  practical  questions  with  the 
members  of  the  Interstate  Commerce  Commission.  Briefs  were  filed 
by  our  Association  in  the  North  Dakota  Railroad  Case  and  in  the  com' 
bined  Telephone  Cases,  and  arguments  have  been  made  to  the  commis- 
sion and  to  the  courts  in  several  valuation  proceedings.  In  fact,  the 
Washington  office  has  become  a  sort  bureau  of  information,  or  rather 
a  clearing  house  through  which  our  commissioners  and  other  persons 
come  for  relief. 

Karly  in  the  year  I  secured  the  services  of  James  A.  Little,  formerly 
rate  expert  for  the  North  Dakota  Commission.  About  a  month  ago 
he  left  our  office  and  entered  the  service  of  the  Railroad  Administration. 
If  ample  appropriations  could  be  secured,  this  office  could  be  made 
very  much  miore. useful  than  it  has  been.  Hardly  a  week  passes  by 
without  the  arrival  in  Washington  of  commissioners  upon  matters  that 
could  easily  he  cared  for  hy  u-.  This  office  can  be  used  in  presenting 
motions  to  the  Supreme  Court,  arguments  t<»  the  Interstate  Commerce 
Commission,  and  in  taking  rare  of  departmental  work  for  the  States. 
Proper  utili/ation  of  the  Bervicea  in  this  bureau  would  save  a  great 
deal  of  money  for  the  different  states. 

Kvidentlv  Congress  will  permit  the  consolidation  of  railroad  com- 
panies suhjert  to  the  approval  of  the  Interstate  Commerce  Commission. 
This  will  npen  up  to  your  Washington  office  an  important  new  field 
for  keeping  the  state  commissions  advised  and  informed,  and  for 
• 'lit  ins  their  communications  to  the  federal  tribunals.  If  greater 


16  NATIONAL    ASSOCIATION    OF    RAILWAY 

cooperation  in  rate  making  between  state  and  federal  authorities  is  to 
come,  our  Washington  office  will  be  u>ed  as  a  point  of  contact  between 
these  different  bodies.  If  federal  incorporation  of  railroads  is  permit- 
ted there  will  be  need  for  some  person  to  be  in  Washington  to  watch 
legislation.  becau>e  the  railroads  and  other  interests  will  be  constantly 
urging  the  limitation  of  the  police  powers  of  the  states. 

1^'ir^e  business  institutions,  railroads,  corporations,  banking  houses, 
the  chamber  of  commerce,  the  farmers  and  organized  labor  are  repre- 
'ed  there  all  the  time.  Goocl  public  policy  demands  the  maintenance 
of  our  office  upon  permanent  and  enlarged  scale,  and  I  earnestly  hope 
that  all  of  the  state  commissioners  and  other  officers  of  the  states  will 
cooperate  in  making  this  a  useful  and  important  branch  of  the  public 
service. 

At  this  point,  however,  I  wish  to  make  a  suggestion.  I  have  frequent- 
ly sent  out  circulars  inviting  the  expression  of  opinion  upon  certain 
matters.  Some  commissioners  answered  promptly  and  others  at  the 
end  of  four,  five  or  six  ninths.  Many  do  not  reply  at  all.  The 
efficiency  of  this  office  depends  upon  our  ability  to  marshall  facts 
rather  than  opinions,  and  to  get  them  before  the  proper  authorities  in 
short  order.  I  strongly  urge  that  preferred  attention  should  be  given 
to  all  communications  sent  out  from  our  Washington  bureau. 

It  has  been  a  great  honor  to  be  permitted  to  serve  as  president  and 
general  solicitor  of  this  Association.  I  have  tried,  imperfectly  to  be 
sure,  to  represent  you.  I  sincerely  believe  in  state  regulation  of  utili- 
ties. I  have  always  believed  that  undue  centralization  of  power  in 
Washington  was  a  menace  to  the  welfare  of  the  people  of  our  country, 
and  my  two  years'  experience  in  Washington  has  strengthened  that 
conviction.  Under  no  circumstances  should  the  federal  government 
attemjpt  to  do  a  thin^  which  can  be  better  done  by  the  states  themselves. 

It  is  for  you,  gentlemen,  to  satisfy  the  public  and  Congress  that  this 
statement  is  true.  As  president  I  have  had  splendid  cooperation  from 
officers  and  many  of  the  members  of  this  association.  For  this  I  thank 
you.  Every  call  for  assistance  has  met  with  a  ready  response.  Many 
of  the  commissioners  and  especially  members  of  the  committees  have 
repeatedly  come  to  Washington  at  mv  request.  Until  the  final  dis- 
•ir.n  of  railroad  and  telephone  legislation  it  will  be  necessary  for 
them  to  hold  themselves  subject  to  call. 

I  herewith  tender  my  resignation  as  general  solicitor  of  your  associa- 
tion, to  take  effect  on  the  first  day  of  December,  1919.    I  have  accepted 
an  invitation  to  become  a  member  of  the  firm  of  Clapp  &  McCartney, 
'aul.  Minn.,  and  shall  hope  hereafter  to  devote  myself  to  the 
general  practice  of  the  law  and  the  trial  of  rate  and  utility  cases.    The 
opportunity  to  associate  myself  with  a  prominent  firm  in  the  northwest 
and   to  live  again   among  the   friends  and  acquaintances  of   my  home 
ratifying  that  I  feel  compelled  to  accept  it  in  the  interest 
of  myself  and  the  members  of  mv  family. 

-at ion  from  this  Association  will  not  cause  me  to  lose  interest  in 
it.  and  I  trust  that  all  of  you  will   feel  free  at  any  time  to  confer  or 
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communicate  with  me  upon  any  question  affecting  public  service   or 
the  good  of  the  Association.     (Applause). 


(At  this  point  the  program  called  for  an  address  by  Clyde.  B. 
Aitchison.  Chairman  of  the  Interstate  Commerce  Commission  but  he 
had  not  yet  arrived.) 

President  ELMQUIST  :     Mr.  Lewis,  has  Chairman  Aitchison  arrived  ? 

Mr.  E.  I.  LEWIS  (Ind.)  :  Mr.  Chairman,  his  train  is  late  and  he  will 
not  arrive  until  11:30,  bringing  him  here  at  11:45. 


COMMITTEE   TO    REPORT    ON    WASHINGTON    BUREAU 

Secretary  WALKER:  I  should  like  to  move  that  that  part  of  the 
President's  address  relating  to  the  office  of  the  General  Solicitor  in 
Washington,  be  referred  to  a  special  committee  for  consideration, 
such  committee  to  report  back  later  to  the  convention. 

(The  motion  was  seconded  and  being  put  to  a  viva  voce  vo  -3,  unan- 
imously prevailed). 

President  ELMQUIST:  Mr.  Lewis  (Iowa),  are  you  prepared  to  pre- 
sent the  report  of  the  Executive  Committee? 


REPORT  OF  EXECUTIVE  COMMITTEE 

Mr.  DWIGHT  N.  LEWIS  (Iowa)  :  Mr.  President,  in  the  absence  of 
the  regular  chairman,  it  devolves  upon  me  to  make  the  report. 

The  Executive  Committee  presents  the  following  report : 
We  recommend  the  following  rules  for  this  Convention — 

Unless  otherwise  specially  determined,  the  Convention  shall  meet 
each  day  at  10  A.  M.  and  continue  in  session  until  5  P.  M.,  subject 
to  motion  for  recess. 


ORDER  OF  BUSINESS 

Address  of  Welcome  by  Hon.  John  W.  McCardle,  Vice  Chairman 
of  Indiana  Public  Service  Commission. 
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Address— Hon.  James  P.  Goodrich,  Governor  of  Indiana. 
Roll  call 

1— Address  by  the  President. 
2 — Report  of  the  Executive  Committee. 

3 — Address  by  Hon.  Gyde  B.  Aitchison,  Chairman  Interstate  Com- 
merce Commission. 

Committees  shall  report  in  the  following  order  :— 

1 — Safety  of  Railroad  Operation. 

2— Safe'y  of  Operation  of  Public  Utility  Companies. 

3 — Grade  Crossings  and  Trespassing  on  Railroads. 

4 — Railroad  Service,  Accommodations  and  claims. 

5 — Service  of  Public  Utility  Companies. 

6 — Railroad  Rates. 

7— Public  Utility  Rates. 

8 — Car  Service  and  Demurrage. 

9 — Valuation  Committee. 

10 — Capitalization  and  Inter-corporate  Relations. 
11 — Statistics   and   Accounts   of    Railroad    Companies. 
12 — Statistics  and  Accounts  of  Public  Utility  Companies. 
13 — Special  War  Committee. 
14 — State  and  Federal  Legislation. 
15 — Public  Ownership  and  Operation. 
16 — Express  and  Other  Contract  Carriers  by  Rail. 
17 — Publication  of  Commissions'  Decisions. 


Reports  of  Special  Committees  appointed  at  the  last  session : 

a — Committee   on    Standardizing    Annual    and    Special    Reports   of 
Companies. 

b — Committee  on  Railroad  Rates  in  Inter-mountain  States. 
c — Committee  on  Terminals  and  Warehouses. 


AND    UTILITIES    COMMISSIONERS.  19 

Vacancies  on  Committees  shall  be  filled  through  appointment  from 
members  present,  if  necessary,  for  the  proper  construction  of  Com- 
mittee reports  to  be  presented  to  the  Convention. 

The  Chairman  of  each  Committee  or  the  next  ranking  member  present 
shall  make  a  preliminary  statement  for  the  Committee  as  to  the  report 
and  the  time  during  the  session  when  the  report  will  be  ready  for  pre- 
sentation. 

The  President  will,  at  this  morning's  session  appoint  the  following 
session  committees: 

•     A  Committee  of  five  members  on  the  time  and  place  for  holding  the 
next  Convention. 

A  Committee  of  three  members  on  complimentary  resolutions. 

The  Committee  on  the  time  and  the  place  for  holding  the  next  Con- 
vention is  directed  to  announce,  during-  the  morning  of  the  first  session, 
the  time  and  place  of  the  meeting,  so  all  who  desire  may  be  heard  on  the 
subject. 

Resolutions  not  relating  to  the  work  of  other  committees  will  be  re- 
ferred to  the  Executive  Committee. 

The  election  of  officers  shall  be  held  on  Wednesday,  October  15,  1919 
at  12  o'clock  noon. 

Upon  the  demand  of  five  members  the  "yeas"  and  "nays"  shall  be 
taken  upon  any  pending  question  and  the  division  of  the  vote  shall  be 
taken  on  any  pending  question  upon  the  demand  of  three  members  and 
upon  the  division,  the  record  shall  show  the  number  voting  in  the  affirm- 
ative and  the  number  voting  in  the  negative. 

In  order  to  encourage  the  fullest  expression  of  opinion  upon  the  differ- 
ent reports  presented  for  consideration,  it  is  surest  ed  that  time  be  con- 
served by  having  the  Chairman  of  the  Commit  tees  discuss  the  reports, 
instead  of  reading  them. 

Special  topics  not  covered  by  Committee  reports,  may  be  presented 
for  discusion  when  the  regular  order  is  not  disturbed  and  at  the  will 
of  the  President. 

There  are  a  number  of  important  questions  not  covered  by  the  regu- 
lar Committee  reports  which  should  lie  ^iven  attention  at  this  Conven- 
tion, hence  your  Committee  takes  the  liberty  of  surest  ing  something. 
by  way  of  innovation  in  the  proceedings  «.f  this  Convention.  It  is  felt 
that  miu-li  &  ><>d  can  be  accomplished  l>v  round  table  conferences.  Your 
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.   *' 

Committee,  therefore,  recommends  that  three  round  table  conferences 
be  held  Wednesday  afternoon,  beginning  at  three-thirty  o'clock,  to  con- 
sider the  following  subjects: 

1 — The  telephone  and  tclc<iraph  situation.  At  this  conference^  special  consider- 
ation should  be  given  t  ting  practice  with  reference  to  applications  for 
approval  of  rates  made  1>y  Postmaster  General  or  for  increases  in  rates;  also 
Ale  propriety  of  making  installation  and  removal  charges  and  to  the  best 
method  of  determining  the  reasonableness  of  toll  charges.  Service  conditions 
should  be  given  special  consideration. 

2 — Street  car  ami  internrban  problem.  At  this  conference,  attention  should 
be  given  to  the  present  rate  situation  of  these  utilities;  the  effect  which  increased 
rates  has  had  on  the  riding  habit ;  the  effect  of  automobile  and  other  forms  t 
of  competition;  the  existing  practice  with  respect  to  rate  cases;  the  condition 
.e  property;  the  standard  of  maintenance  and  the  best  form  of  regulation 
of  the  rates  and  services. 

3 — The   Commissions'   practices   in   rate   cases   affecting   all   utilities   under   the 
present  abnormal  conditions. 

These  conferences  will  be  held  in  the  hearing  rooms  of  the  Public 
Service  Commission,  State  House,  as  follows : 

i 

Telegraph  and  Telephone West    Reading   Room 

Street   car East   hearing   room 

Rate    Practices Library 


Respectfully  Submitted, 

DWIGHT  N.  LEWIS 
E.'J.  LEWIS 
CHARLES  E.  ELMQUIST 
JAMES  B.  WALKER 


Mr.  LEWIS   (Iowa)  :     Mr.  President,  I  move  the  adoption  of  this 
report. 

President  ELMOUIST:     Does  the  motion  receive  a  second? 

(The  motion  was  seconded.) 

President   ELMQUIST:     Motion   has  been  made  and   seconded   that 
the  report  of  the  Executive  Committee  be  adopted. 
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Mr.   H.  C.  TAYLOR   (Xeb.)  :     Might   I  ask  for  information?  Does 
the   Executive   Committee   intend   that   these    round-table    discussions 
shall  be  held  simultantously  ? 
Mr.  LEWIS   (Iowa)  :  Yes,  sir. 
President  ELMQUIST:     Any  discussion  of  the  motion? 

(The  question   was  called   for,  and  being  put,  the  motion   was 
adopted  by  unanimous  vive  voce  vt 


APPOINTMENT      OF      CHAIRMEN      OF      ROUND-TABLE 

CONFERENCES 

President  ELMQUIST  :     The  Chair  will  appoint  as  chairmen  of  the 

several   round-table   conferences,   the   following  members: 
Telephone  and  Telegraph;  Fred  J.  MacLeod,   (Mass.) 
The  Commission's  Practices  in  Rate  Cases;  Carl  D.  Jackson,  (Wis.) 
Street  Car  and  Inter-Urban  Lines ;  with  becoming-  modesty  the  Chair 

suggests  that  he  will  preside  at  the  Street  and  Electric  conferences. 

(Laughter  and  applause.)     I  want  to  be  in  a  place  where  I  can  hear 

a  great  deal  and  not  say  anything. 

DISPOSITION  OF  PRESIDENT'S  ADDRESS 

Mr.  CARL  D.  JACKSON  (Wis.)  :  Mr.  Chairman,  I  do  not  think 
we  have  in  the  history  of  the  Association  had  more  important  ques- 
tions to  deal  with  than  those  which  have  been  dealt  with  in  the  very 
able  address  of  yourself  this  morning.  I  think  all  of  us  listened  to 
even*  word  you  said  with  the  utmost  attention,  and  that  we  have  all 
realized  the  importance  of  the  matters  which  must  be  considered  at 
this  time.  The  fearlessness  of  the  address,  the  public  spirit  that 
breathes  through  the  address,  and  the  practical  common  sense  of  the 
address  I  am  sure  have  appealed  to  us  all. 

I  would  move  yen,  Mr.  Chairman,  or  von,  Mr.  Secretary,  that  we 
accept  the  address  of  our  president  and  that  we  have  it  spread  upon 
the  r  -iiid  printed. 

Further,  there  are  certain   recommendations   in   the  address   which 
are  very  important  and  matters  upon  which  I  am  sure  all  of  the  com- 
rfl  here  would  desire  to  take  special  action  In-fore  we  adjourn 
Therefore,  if  it  meets  with  the  approval  of  the  members  of  the  Asso- 
ciation.   I    will    also   move    in    this   connection    that    those    matters    and 
•  •siinns  made  in  the   President's  addre^  upon   which  we  must   act. 
placed    hefore   the   Special    War    (  'oinmittee   and    the  Committee  on 
State  and  Federal  Legislation,   for  consideration  and  report. 

['resident  Ki.Mni'iST:  You  have  heard  the  motion,  gentlemen;  did 
it  receive  .a  second  ? 

i  The  motion  was  second 
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President  KLM«JI'IST  :  Is  there  any  discussion  upon  the  motion  of 
the  gentleman  from  Wisconsin? 

K.   IlrnsoN    I'.UKR   (Florida):     \\'hat  committees  was  the  ref- 
erence made  to? 

President    Ki.MijrisT :     The  motion  was  that  it  be  referred  to  the 
Special    \V:ir   Committee   and   the   Committee   on    State   and    Federal 
slation. 

Mr.    KUKSMN:     And  I  will  include  the  Executive  Committee  also. 

President  Ki.M'.a 'IST  :  Mr.  Jackson  suggests  that  he  will  include 
the  Executive  Committee,  also.  Is  that  suggestion  acceptable  to  the 
gentleman  who  -econded  the  motion? 

(The  consent  of  the  seconder  of  the  motion  was  given.) 

Mr.  HIT.H  H.  WILLIAMS  (New  Mex.)  :  Mr.  Chairman,  I  would 
like  to  ask  if  a  copy  of  this  address  could  be  -sent  to  the  Interstate 
Commerce  committees  of  both  houses  of  congress,  to  the  Director 
General,  and  to  the  President  of  the  United  States. 

Mr.  JACKSON:     I  will  accept  that  as  an  amendment  to  my  motion. 
( The  consent  of  the  seconder  of  the  motion  was  also  given  to 
the  amendment.) 

President  ELMQUIST  :  That  is  entirely  in  the  hands  of  the  Con- 
vention. The  motion,  as  it  now  stands,  is  that  the  president's  address 
be  referred  to  the  Special  War  Committee,  and  the  Committee  on  Leg- 
islation, and  the  Executive  Committee,  and  that  copies  be  printed  and 
distributed  to  Congress,  the  Director  General,  and  the  President  of  the 
United  States.  Is  there  any  further  discussion? 

(The  question  was  called   for,  and  being  put,  the  motion   was 
carried  by  a  unanimous  viva  voce  vote.) 

Mr.  BURR:  Mr.  President,  it  might  not  be  out  of  order  to  have 
the  Interstate  Commerce  Commission  included!  in  that. 

President  ELMQUIST:     It  will  be  considered  and  ordered. 

The  tardiness  of  the  Pennsylvania  Railroad  is  interfering-  slightly 
with  the  program  as  outlined  by  the  Executive  Committte.  We  were 
at  this  moment  to  have  been  enriched  by  an  address  from  the  Chairman 
of  the  Interstate  Commerce  Commission,  but  until  he  arrives  we 
had  better  proceed  with  the  regular  order. 

At  this  moment,  may  we  hear  the  report  of  the  Special  Committee 
on  Railroad  Rates  in  Intermountain  States,  Mr.  Hugh  H.  Williams, 
of  New  Mexico,  Chairman? 

Mr.  HUGH  H.  WILLIAMS  (New  Mexico)  :  Mr.  President,  in  present- 
ing the  report  of  the  Special  Committee  on  Railroad  Rates  in  Inter- 
mountain  States,  I  may  explain  that  Mr.  Shaughnessy,  Mr.  Jones  and 
myself,  who  compose  this  committee,  have  confined  it  to  the  question 
of  passenger  fares  in  the  states  of  Arizona,  Nevada  and  New  Mexico. 
The  Intermediate  Rate  Association,  of  which  I  believe  all  the  state 
commissions  in  the  intermountain  group  are  members,  in  addition 
to  various  chambers  of  commerce  and  other  commercial  organizations, 
has  filed  a  complaint  with  the  Interstate  Commerce  Commission  seek- 
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ing  to  have  freight  rates  from  eastern  defined  territories  to  the  inter- 
mountain  states  placed  on  a  percentage  scale  or  graduated  basis,  and 
the  case  has  been  set  down  for  hearing  at  Salt  Lake  City  on  Novem- 
ber 7th. 

\\e  commissioners  in  the  intermountain  states,  feel  that  our  own  citi- 
zens are  discriminated  against  unjustly  in  the  present  coast-to-coast 
fright  rates,  and  that  is  why  we  are  insisting  upon  a  rigid  application 
of  the  long  and  short  haul  rule.  Take  wool,  for  example,  one  of  the 
principal  products  of  the  Rocky  Mountain  region  which,  as  you  know, 
is  a  stock  raising  section.  There  is  a  carload  rate  from  San 
Francisco  to  Boston  of  $1.25  per  hundred)  pounds,  while  the  rate  on 
this  commodity  from  New  Mexico  varies  from  $1.675  to  $3.025. 
Comparatively  little  wool  is  produced  in  the  vicinity  of  San  Francisco; 
most  of  it  is  imported  from  Australia  and!  New  Zealand,  and  water 
competition  has  been  given  as  the  excuse  for  these  lower  rates  from 
the  Pacific  Coast.  The  same  condition  obtains  as  to  hides  and  pelts. 

In  demanding  a  readjustment  of  the  rates  from  and  to  the  inter - 
mountain  states,  we  are  not  asking  for  anything  unreasonable.  All 
we  want  is  an  even  break,  and  we  will  continue  working  on  this 
proposition  until  we  do  get  a  square  deal. 

But  I  am  digressing.  The  report  of  the  Committee,  Mr.  President, 
is  as  follows: 


REPORT     OF     SPECIAL     COMMITTEE     ON     RAILROAD 
RATES  IN  INTER-MOUNTAIN  STATES. 

To  the  National  Association  of  Railway  and  Utilites  Commissoners : 

At  the  last  annual  convention,  the  undersigned  were  appointed  as 
a  special  committee  to  confer  with  the  Director  General  of  Railroads 
in  reference  to  passenger  fares  on  Federal  controlled  railroads  in  the 
States  of  Arizona.  Nevada  and  New  Mexico,  with  a  view  of  having 
the  rates  in  those  states  reduced  from  4,  5  and  6  cents  to  the  general 
and  almost  universal  basis  of  3  cents  per  mile. 

An  effort  was  made  to  have  a  conference  on  the  subject  with 
William  G.  McAdoo,  the  then  Director  General  of  Railroads  while 
the  convention  was  Mill  in  session,  but  other  matters  which  Mr. 
McAdoo  considered  more  important  claimed  his  attention  at  that  time 
and  he  referred  the  committee  to  Judge  C.  A.  Prouty,  Director  "of 
the  Division  of  Public  Service  and  Accounting  of  the  United!  States 
Railroad  Administration.  Judge  Prouty  lent  a  sympathetic  ear  to 
the  pica  for  a  three-cent  fare,  declaring  that  no  state  should  be  re- 
quired to  pay  more  than  that  amount,  and  assuring  the  committee 
that  he  would  recommend  a  reduction,  at  least  so  far  as  main  line* 
of  railroad  were  concerned.  Director  Edward  Chambers  of  the  Divi- 
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s\on  of  Traffic,  who  was  next  interviewed,  expressed  himself  in  favor 
don,    admitting    that    the    loss    in    revenue    would    be 

urinal,  and  -tating  that  he  would  join  with  Judge  Prouty  in  sug- 
gesting that  it  be  given  favorable  consideration. 

After   an   excha:  .  >n-e>i>ondence    which   grew    to   voluminous 

proportions  and  several  other  conferences  between  individual  mem- 
bers of  the  committee  and  various  officials  of  the  Railroad  Adminis- 
tration. Mr.  Hints  (who  had  been  appointed  as  Mr.  McAdoo's  sue- 
901  in  the  meantime)  finally,  on  May  31,  1919,  addressed  the 
following  communication  to  the  chairman  of  the  committee: 

«  have  previously  had  up  with  the  Railroad  Administration  the 
question  of  establishing  a  three-cent  per  mile  passenger  rate  for  the 
states  of  Arizona.  Nevada  and  Xew  Mexico. 

"The  matter  has  had  most  careful  consideration.  We  are  having 
every  day  impressive  reminders  of  the  fact  that  the  dollar  has  far  less 
purchasing  power  than  it  had  before  the  war.  Under  such  circum- 
stances, the  reduction  of  transportation  rates  to  a  figure  even  lower 
than  that  which  prevailed  before  the  war  would  be  open  to  serious 
question.  If,  however,  Government  control  of  railroads  were  to  con- 
tinue indefinitely,  there  would  admittedly  be  an  argument  in  favor 
of  that  course  on  account  of  the  desirability  for  uniformity  in  Gov- 
ernmental matters.  Inasmuch,  however,  as  Federal  control  of  the 
railroads  is  expected  to  come  to  an  end  on  the  31st  of  December  of 
this  year,  it  seems  to  me  that  such  an  argument  ceases  to  have  the 
force  which  it  would  have  if  Government  control  were  to  continue. 
Under  all  the  circumstances,  I  do  not  believe  the  Railroad  Adminis- 
tration ought  on  its  own  initiative  make  such  change  as  is  thus 

Bested." 

Confronted  with  statistics  showing  that  Arizona,  Nevada  and  New 
Mexico  are  just  as  much  entitled  to  a  three-cent  fare  as  Idaho, 
\Yvoming  and  other  similarly  situated  states  and  facts  proving  that 
the  Railroad  Administration  has  placed  itself  in  an  inconsistent  posi- 
tion which  it  cannot  justify  from  any  standpoint  of  equity  and  fair 
dealing,  Mr.  Hines  gives  the  following  illuminating  reasons  for  denying 
them  the  same  passenger  rates  as  other  states  when  pressed  for  a 
definite  answer  after  the  matter  had  been  under  consideration  for 
over  six  months:  (1)  that  a  dollar  does  not  go  as  far  now  as  it  used 
'2)  that  somebody  might  feel  peeved  if  he  deliberately  reduced 
anything  when  everything  is  going  up,  and  (3)  that  the  railroads  are 
going  back  to  private  management  at  the  end  of  the  year,  so  why- 
bother  about  such  trivial  matters. 

All  of  which  is  interesting  but  leads  one  to  believe  that  Mr.  Hines 
must  have  been  hard  put  to  find  plausible  excuses.  He  might  have 
been  perfectly  candid  and  admitted  that  the  real  reason  was  that  the 
Railroad  Administration  was  in  a  bad  way  financially  and  needed 
every  cent  it  could  rake  and  scrape  together,  instead  of  resorting  to 
inapplicable  arguments  and  trying  to  camouflage  the  situation. 
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It  will  be  recalled  that  under  the  provisions  of  General  Order  28, 
effective  June  10,  1918,  passenger  fares  on  all  carriers  under  Federal 
control  which  were  previously  2.  and  2^  cents  per  mile  were  increased 
to  3  cents.  This  had  the  effect  of  placing  every  state  in  the  Union  on 
a  general  3  cent  basis,  excepting  Arizona,  Nevada  and  New  Mexico 
where  a  4  cent  rate  prevailed  in  main  lines  and  rates  of  5  and  6  cents 
on  branch  lines,  exclusive  of  the  Colorado  &  Southern  Railroad,  on 
which  a  3  cent  fare  has  applied  for  a  number  of  years. 

In  addition  to  fixing  3  cents  as  the  minimum  limit  for  railroad 
fares,  it  will  also  be  remembered  that  General  Order  28  abolished  all 
mileage  and  script  books  which  the  carriers  had  voluntarily  issued  as 
a  concession  to  travelling  salesmen  and  other  persons  who  traveled 
extensively  and  which  enabled  the  owners  thereof  to  secure  trans- 
portation at  a  fare  of  2l/2  cents  on  main  lines  and  3  cents  on 
certain  branch  lines  in  Arizona,  Nevada  and  New  Mexico.  During 
the  days  of  private  control,  the  carriers  on  these  states  also  made  it 
a  practice  to  authorize  reduced  rates  for  conventions  of  various  kinds, 
lodge  meetings,  etc.,  down  as  low  as  one  fare  for  the  round  trip. 
General  Order  28  also  wiped  out  this  privilege. 

Furthermore,  from  June  10,  1918.  until  December  1.  1918,  persons 
traveling  in  standard  Pullman  sleeping  and  parlor  cars  were  required 
to  pay  an  excess  passage  charge  of  16  2/3^  of  the  normal  one-way 
fare,  while  those  occupying  seats  or  berths  in  tourist  sleepers  paid 
8  1/6%  additional.  Consequently,  while  this  extra  fare  rule  was  in 
force  passengers  riding  on  Pullmans  within  the  states  of  Arizona.  Ne- 
vada and  New  Mexico  paid  a  transportation  rate  of  4.67  cents  per  mile 
exclusive  of  the  war  tax.  while  it  cost  travelers  in  other  states  3.5  cents 
per  mile.  In  other  words,  to  go  100  miles  by  railroad  in  the  three 
states  in  question  meant  an  outlay  of  $4.67,  providing  a  main  line 
trip  only  was  involved,  as  compared  with  $3.50  for  an  equal  distance 
t-U-vvhere — a  difference  of  $1.17,  or  practically  25^.  The  same  thing 
with  the  war  tax.  At  the  4c  basis  the  tax  on  such  a  journey  came  to 
37  cents  as  against  28  cents  in  3  cent  territory. 

When  the  results  of  the  first  year's  operatiqn  of  the  railroads  under 
Federal  control  became  known,  it  was  found  that  the  earnings  of 
nearly  every  carrier  operated  by  the  Government  in  Arizona.  Nevada 
and  New  Mexico  had  exceeded  the  <rinrnn*eed  return,  while  the  trans- 
portation system  of  the  nation  as  a  unit  faced  a  deficit  of  approximate- 
JOO.000,000.  But  notwithstanding  this  more  than  favorable  slmw- 
inir.  the  Kail  road  Administration  has  persisted  in  penalizing  the  people 
of  these  intermountain  states  Dimply  and  <nlrly  because  the  railroads 
in  other  an-!  more  densely  populated  -cctions  of  the  country  did  :mt 
pay  expenses.  Not  content  with  |KT]>ctuatinir  the  unjust  discrimina- 
tion, the  Railroad  Administration  is  compelling  the  citizens  of  Arizona, 
Nevada  and  New  Mexico  to  help  make  up  the  losses  Mi-tained  in 
••icrn.  eastern  and  central  western  Mate^  which  have  always  en- 
joyed cheaper  transportation  rates. 
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The  Arizona  Kastern.  Atchison,  Topeka  &  Santa  Fe,  Colorado  & 
Southern.  Kl  Paso  and  Southwestern,  Southern  Pacific  and  Western 
ific  Railroads  are  the  principal  carriers  under  Federal  control  in 
the  southwestern  group  of  states  where  fares  in  excess  of  3  cents  are 
charged  and  all  of  them  had  surpluses  in  1918.  greatly  in  excess  of 
the  <  invernment's  guaranty.  In  the  case  of  the  Southern  Pacific,  and 
its  allied  lines,  the  Government  received  a  profit  of  $7,758,000,  while 
the  railway  operating  revenue  of  the  Santa  Fe  System  as  defined  by 
the  Federal  Control  Act  netted  the  Government  $1,321,000.  The  only 
Federal  controlled  carriers  having  net  operating  income  less  than  the 
rental  guaranteed  to  the  companies  were  the  Chicago,  Rock  Island  & 
Pacific.  Denver  &  Rio  Grande  and  Los  Angeles  &  Salt  Lake  Railroads. 
The  Chicago,  Rock  Island  &  Pacific  and  the  Denver  &  Rio  Grande, 
as  is  -well  known,  have  heen  in  financial  difficulties  for  years.  The 
Chicago,  Rock  Island  &  Pacific  Railway  Company  emerged  from  a  re- 
ceivership shortly  before  the  Government  took  over  the  carriers  as  a 
war  emergency  measure  and  the  Denver  &  Rio  Grande  Railroad  Com- 
pany is  at  present  in  the  hands  of  a  receiver.  These  carriers  operate  a 
small  mileage  in  New  Mexico,  but  do  not  touch  either  Arizona  or  Ne- 
vada. The  Los  Angeles  &  Salt  Lake  Railroad  runs  from  Los  Angeles 
to  Salt  Lake  City  and  traverses  the  southeastern  corner  of  Nevada,  a 
distance  of  approximately  215  miles. 

Unable  to  secure  any  relief  whatever  from  the  Railroad.  Adminis- 
tration, doubtless  because  the  interested  carriers  themselves  are  opposed 
to  the  granting  of  any  reduction,  the  commissions  of  the  three  states 
discriminated  against  have  decided  to  file  a  joint  complaint  before  the 
Interstate  Commerce  Commission  in  the  hope  of  obtaining  substantial 
justice  at  the  hands  of  that  tribunal,  by  attacking  the  interstate  rates 
from  and  to  those  states  as  being  unreasonable,  discriminatory  and 
unduly  prejudical.  It  is  felt  that  a  readjustment  of  the  interstate  rates 
will  automatically  solve  the  intrastate  rate  situation. 

Respectfully  submitted, 

HUGH    H.    WILLIAMS,    Chairman 
].  F.  SHAJGHNESSY 
F.  A.  JONES 


Mr.  WILLIAMS:  We  have  been  delayed  in  filing  the  joint  com- 
plaint with  the  Interstate  Commerce  Commission,  first  on  account  of 
the  illness  of  Mr.  Shaughnessy,  and  then  owing  to  the  continued  absence 
of  Mr.  Jones  on  various  other  matters,  but  we  hope  to  have  it  in  shape 
to  present  within  the  immediate  future.  I  belive  we  have  a  good  case, 
all  things  considered ;  and  Mr.  Johnson,  of  the  Arizona  Commission, 
would  like  to  offer  a  resolution  in  that  connection. 

Meantime  T  move  that  this  report  be  printed  and  filed. 

(The  motion  was  seconded  and  adopted  by  a  viva  voce  vote.) 
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RESOLUTION    ON    INTERMOUNTAIN    PASSENGER 

RATES 

Mr.  DAVID  F.  JOHNSON  (Arizona)  :  Mr.  Chairman,  I  may  not 
have  drawn  this  motion  in  proper  form,  but  I  desire  to  offer  the  fol- 
lowing motion: 

I  move  you  that  this  Association  go  on  record  as  being  opposed  to  a 
higher  passenger  rate  in  any  state  than  three  cents  per  mile  on  class 
"A"  railroads;  and  that  a  committee  of  three  be  appointed  by  the 
President  to  request  the  Hon.  Walker  D.  Hines,  Director  General  of 
Railroads,  to  install  such  passenger  rates  immediately. 

(The  motion  was  seconded.) 

President  ELMQUIST:  Gentlemen,  you  have  heard  the  motion  and 
it  has  been  seconded.  Is  there  any  discussion? 

Mr.  \\IALTER  A.  SHAW  (111.)  :     Mr.  President,  I  would  like  to  in- 
quire if  it  is  a  fact  that  the  forty-eight  states  here  represented,  want 
to  go  on  record  recommending  to  the  Director  General  that  no  pas- 
sed fares  should  exceed  three  cents,  in  view  of  the  present  unsettled 
s'ate  of  affairs? 

Mr.  JOHNSON:  Mr.  President,  my  motion  reads,  "On  all  class  "A" 
railroads ;  not  on  the  smaller  lines  in  Arizona,  Nevada  and'  New 
Mexico,  but  on  the  class  "A"  lines. 

Mr.  SHAW:  I  accept  the  amendment.  Our  chairman,  however,  has 
just  read  an  address  which,  as  I  remember  it,  contained  a  recom- 
mendation to  the  effect  that  regulative  bodies  should  be  left  free  and 
not  handicapped  by  legislative  action.  Now  if  this  body  goes  on  record 
by  adopting  such  a  resolution,  it  has  the  same  effect  as  you  would  get 
from  a  legislative  body,  and  to  that  extent  it  does  handicap  the  regula- 
tory bodies  which,  in  all  probability,  when  these  carriers  come  back 
to  private  ownership,  will  be  the  Interstate  Commerce  Commission, 
together  with  such  powers  as  the  State  Commissions  may  have.  There- 
fore, I  hope  that  the  Convention  will  vote  this  motion  down. 

Mr.  GEORGE  P.  PELL  (No.  Carolina) :  Mr.  Chairman,  I  rise  to  a 
point  of  information. 

President  ELMQUIST:     Mr.  Johnson  wishes  to  amend  his  motion. 

Mr.  PELL:  Possibly  after  I  make  my  inquiry  he  might  want  to 
amend  it  some  more.  (Laughter.)  Did  I  understand  you  to  say,  Mr. 
Johnson,  that  the  rate  on  class  "A"  roads  in  Nevada,  Arizona  and 
New  Mexico,  prior  to  the  war,  was  4  cents? 

Mr.  JOHNSON:     Yes,  sir. 

Mr.  TELL:  Then  you  really  seek  a  reduction  in  that  rate  to  three 
cents,  by  your  motion,  as  I  understand  it.  Now,  Mr.  I'ic-Ment,  I  should 
not  like  to  be  in  the  position  rijjht  now,  at  this  critical  juncture,  of 
reducing  rate^  anywhere.  We  may  take  that  matter  up  in  a  couple  of 
years  from  now,  but  I  do  not  feel  that  we  should  put  OWM-IM^  on  record 
as  ua'in  ICtton  in  rates  anywhere  in  the  United  States  without 
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mighty  good  evidence  that  the  carriers  are  doing  better  than  we  think 

icnt. 

-  >nally.   I    feel   that   I   am   under  obligation   in  my  own  state  to 
reduce  r  I   have  stated  to  the  carriers,  when  eggs  get  back  to 

••nts  a  dozen.      <  Laughter  and   applause.) 

Mr.  JOHNSON:  Mr.  Chairman,  may  I  amend  my  motion  by  adding 
that  this  motion  be  referred  to  the  Executive  Committee? 

In  answer  to  this  gentleman,  Mr.  Chairman,  it  may  be  true  that  it 
may  be  neccessary  to  increase  rates  in  all  stafes,  but  we  are  asking  orily 
for  a  matter  of  absolute  justice.  Other  western  states  that  have  these 
aphical  cond'rtions  which  Arizona,  NevacVi  and  New 
Mexico  have,  have  enjoyed  a  three  cent  rate  for  a  number  of  years. 
\ow  why  should  Arizona,  Xew  Mexico  and  Nevada  be  penalized? 
It  is  quite  true  that  it  may  be  possible  in  your  state,  sir,  that  it  will 
be  necessary  to  increase  your  passenger  rates ;  but  in  the  meantime 
why  should  Arizona,  Nevada  and  New  Mexico  continue  to  be  penal- 
ized because  we  happen  to  not  be  situated  politically,  perhaps,  or  in 
some  other  way,  as  favorably  as  other  states  in  the  Union? 

Mr.  PELL:  Let  me  ask  you  a  question,  please:  why  was  it  that 
prior  to  the  war  you  were  penalized  one  cent  over  other  states? 

Mr.  JOHNSON:  May  I  ask  you  a  question  then?  Why  is  it  that 
Utah,  and  Wyoming,  that  have  exactly  the  same  conditions,  and 
even  your  own  Allegheny  states,  with  exactly  the  same  conditions,  are 
not  penalized? 

As  to  your  question,  I  will  answer  you  that  I  can  not  tell  you  why. 
We  know  it  has  been  wrong  and  we  wish  this  Association  to  assist  us 
in  righting  that  wrong.  We  have  been  laboring  for  many  years  at- 
tempting to  get  justice ;  and  today  we  are  asking  you  for  justice,  and 
to  that  end  now  we  ask  that  this  powerful  association  go  on  record 
as  being  in  favor  of  justice  for  these  three  states. 

Mr.  PELL:  My  suggestion  is  this,  Mr.  Chairman,  that  I  feel  we,  as 
state  commissioners,  ought  to  be  mighty  quiet  on  this  question  of 
the  reduction  of  rates  right  now  while  the  government  is  winding  up 
its  control  of  the  railroads ;  and  I  feel  that  it  is  the  sentiment  of  the 
people  of  the  United  States  to  at  least  not  decrease  rates  below  what 
they  were  prior  to  the  war.  If  we  adopt  this  motion,  however,  we 
put  ourselves  on  record  as  in  favor  of  the  reduction  of  passenger  fares 
one  cent  lower  than  they  were  prior  to  the  war.  In  other 
words,  \\-e  are  not  trying  to  reduce  passenger  fares  from  what  they 
were  during  the  war  period  but  below  what  they  were  in  the  period 
prior  to  the  war. 

Now  I  feel,  as  a  conservative  body  of  sensible  men,  that  we  cannot 
afford  to  put  ourselves  on  record  right  now  for  a  reduction  below  the 
rates  existing  prior  to  the  war. 

President   ELMOI-IST:     Gentlemen,   the   question   before   the   house 


AND    UTILITIES    COMMISSIONERS.  29 

is  upon  the  amended  motion  of  Mr.  Johnson  of  Arizona,  that  his  reso- 
ution  be  referred  to  the  Executive  Committee. 

(The  question  was  called  for.) 

President  ELMOUIST:  Is  there  any  further  discussion  upon  that 
question  ? 

Mr.  JACKSON  (Wis.)  :  Mr.  President,  I  do  not  know  what  the 
merits  of  this  case  are,  and  I  do  not  think  any  man  here  knows 
what  the  merits  of  the  case  are,  except  these  gentlemen  perhaps  in  the 
western  states  who  have  made  a  particular  study  of  the  matter;  but 
I  do  not  believe  that  we  want  to  try  a  rate  case  here.  I  do  not  see, 
if  it  is  not  going  to  come  before  us  and  if  we  are  to  have  no  juris- 
diction over  it  ultimately,  why  we  should  be  asked  to  go  on  record 
in  trying  a  rate  case,  and  deciding  it,  and  then  have  our  action  certi- 
fied to  the  Interstate  Commerce  Commission,  which  is  the  body  which 
really  is  going  to  decide  the  matter  finally. 

I  believe  that  would  be  establishing  a  precedent  which  would  be 
altogether  wrong.  There  are  some  things  in  my  state  which  I  do 
not  think  are  right,  and  we  are  pressing  those  on  the  federal  admin- 
istration in  Washington.  I  do  not  believe,  however,  and  I  do  not 
believe  most  members  here  believe  that  we  would  be  justified  in  asking 
this  Association  to  try  our  local  troubles,  and  you  can  see  from  the 
discussion  so  far  as  it  has  gone  into  the  question  of  the  merits  of 
the  case  that  unless  we  did  make  ourselves  familiar  with  the  case,  I, 
for  one,  do  not  see  how'  we  could  pass  upon  it.  To  be  sure,  the 
motion  is  amended  now  to  refer  to  the  Executive  Committee,  and 
I  have  no  objection  to  that,  although  I  presume  even  the  Executive 
Committee  does  not  care  to  pass  upon  such  a  question. 

I,  personally,  do  not  believe,  Mr.  President,  that  we  want  to  take 
any  action  here  in  any  way  in  a  matter  of  this  kind,  because  I  really 
think  these  states  would  be  in  a  better  position  if  the  motion  was 
not  before  the  Association  at  a'l. 

Mr.  JOHNSON:  May  I  answer  Mr.  Jackson  as  to  a  part,  at  least, 
of  his  objection? 

Our  petition  has  not  as  yet  been  filed  with  the  Interstate  Commerce 
Commission,  owing  to  delay  caused  by  sickness,  and  the  absence  of 
a  member  of  this  committee.  Therefore  if  this  action  asked  for 
here  was  taken  by  this  Association,  it  would  not  prejudice  us  before 
the  Interstate  Commerce  Commission,  because  we  are  not  yet  before 
them;  and.  with  the  assistance  of  this  powerful  body,  if  we  can  get 
the  relief  we  seek,  we  never  will  take  it  before  the  Interstate  Com- 
merce O>ni  mission. 

We  do  not,  however,  want  this  thing  pigeon-holed.  We  want  a 
final  vote  on  it.  It  is  a  matter  that  has  been  close  to  our  heart  ever 
since  Arizona  was  admitted  into  the  Union,  for  seven  long  years,  and 
we  do  want  this  body  to  go  on  record,  either  as  hrini:  opposed  to 
•in--  us  in  this  matter,  or  to  go  on  record  as  ban^  willing  to  give 
us  all  the  assistance  they  can. 
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It  is  quite  true,  of  course,  that  this  body  is  not  a  court  of  final 
resort,  and  we  are  not  a  court  of  final  resort  in  anything.  We  are 
merely  an  Association  that  recommends  and  requests  certain  things. 
That  'is  all  we  ask  you  to  do.  I  do  not  ask  you,  because  I  know 
you  have  not  that  power,  to  say  that  these  rates  shall  be  installed. 
I  merely  request  that  this  Association  go  on  record  as  requesting  the 
Hon.  Walker  D.  Mines  to  install  these  rates. 

Mr.    I.rKK    (Florida):      May   I   ask  the  gentleman  how   long  they 
had  a  commission? 

Mr.  JOHNSON:     Ever  since  statehood;  seven  years. 

Mr.  I'TRR:     Has  the  commission  ever  had  a  hearing  and  gone  into 
the  question  of  whether  these  rates  are  unjust  and  unreasonable,  and 
•ed   upon  that   question? 

Mr.  JOHNSON-     We  certainly  have. 

Mr.  BURR:     And  failed  to  reduce  the  rates? 

Mr.  JOHNSON:  I  can  give  you  the  answer  to  that  in  just  a  few 
The  Commission  issued  an  order  early  in  its  history,  insti- 
tuting a  three  cent  fare  in  Arizona.  This  matter  was  finally  taken 
by  the  railroads  to  the  Supreme  Court  of  the  United  States,  and 
in  its  opinion  the  Supreme  Court  said  in  so  many  words  that  we 
had  not  worded  our  order  as  we  should  have  worded  it.  In  other 
words,  we  did  not  attack  the  justness  of  the  intrastate  rates,  but  rather 
the  justness  of  the  interstate  rates.  But,  that  opinion  bore  with  it, 
in  my  opinion,  an  intimation  that  a  proper  order  might  be  upheld  by 
them. 

Mr.  T'TRR:  Then  it  seems  to  me,  Mr.  President,  that  the  Com- 
mission itself,  if  that  is  the  case,  is  somewhat  to  blame  for  the 
situation  they  find  themselves  in.  If  they  were  not  satisfied  with 
the  decision  of  the  Supreme  Court  of  the  United  States,  then  they 
ought  to  have  started  another  proceeding. 

Mr.  JOHNSON:  May  I  answer  that?  I  do  not  want  to  bore  you 
gentlemen,  but  just  about  the  time  this  decision  was  handed  down, 
and  ju>t  about  the  time  the  Commission  was  gettting  ready  to  take  the 
prr-per  action,  the  railroads  went  under  government  control  and 
then- fore  bnrred  us  from  any  further  action  at  that  time. 

Mr.  P.t'RR:  Mr.  President,  I  am  in  sympathy  with  this  gentleman, 
rat'.-s  are  very  high  rates  and  I  have  been  inclined  from  my 
Hence  in  this  work  to  the  belief  that  a  reasonable  low  rate  will 
\vie1d  more  money  to  the  carrier  than  a  higher  rate:  but  under  the 
conditions  which  you,  Mr.  President,  know  we  have  been  confronted 
with,  and  the  questions  of  legislation  before  Congress  looking  to 
the  return  of  the  carriers,  nothing  has  bothered  us  more,  as  was 
pointed  out  by  you,  than  the  legislative  acts  of  several  states  of 
this  Union,  and  notably  the  North  Dakota  case.  It  seems  to  me, 
therefore,  that  the  action  that  is  asked  of  this  Association  today  is 
very  similar  to  a  rate  being  maintained  by  legislative  action.  It  is 
an  arbitrary  action. 
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Further,  we  vote  upon  this  question  without  knowing  anything 
at  all  about  its  merits,  and  we  must  therefore  come  back  to  the  prop- 
osition that  all  rates  must  be  just  and  reasonable,  and  there  is  but 
one  way  to  determine  that ;  either  by  the  Interstate  Commerce  Com- 
mission, or  by  a  state  commission  of  this  Association  holding  a  full 
hearing  and  investigation. 

I  feel,  therefore,  Mr.  Chairman,  that  while  they  have  my  sympathy, 
it  would  be  a  bad  policy  at  this  time  for  this  Association  to  vote  an 
endorsement  of  the  motion  made  by  the  gentleman  from  Arizona ;  and, 
Mr.  Chairman,  I  hold  that  feeling  to  the  extent  of  believing  that 
the  time  of  this  Convention  should  not  be  taken  up  with  the  consider- 
ation of  a  matter  we  should  not  deal  with,  and  I  therefore  move 
to  lay  the  motion  of  the  gentleman  on  the  table. 
(The  motion  was  seconded.) 

President  ELMQUIST:  Gentlemen,  this  question  was  taken  up  out 
of  its  regular  order.  The  report  of  the  Executive  Committee,  which 
has  been  adopted  by  this  Association,  announces  that  at  this  time 
the  address  of  the  Chairman  of  the  Interstate  Commerce  Commission 
is  to  be  given. 

Without  in  any  wise  attempting  to  interfere  with  the  orderly  dis- 
position of  a  motion,  I  simply  suggest  that  the  whole  matter  be  deferred 
until  after  we  have  heard  that  ad-dress. 

If  that  is  the  sense  of  this  Association,  and  I  take  it  that  it  is,  I 
wish  now  to  announce  that  we  are  honored  with  the  presence  of  one 
of  our  former  associates,  a  gentleman  I  have  known  for  many  years, 
and  during  the  last  two  years  my  relations  with  him  have  been  those 
of  very  great  intimacy.  He  is  a  man  for  whose  judgment  and  in- 
tegrity I  have  the  highest  respect,  one  of  our  fellow  associates,  as 
I  say,  who  has  made  a  name  for  himself  as  a  regulating  official,  and 
as  a  man  who  stands  for  the  right  principles  in  regulatory  practice. 
We  are  indeed  honored  in  having  the  Chairman  of  the  Interstate 
Commerce  Commission  with  us  today,  and  I  trust  that  we  may  now 
hear  his  address. 


ADDRESS 

HON.    CLYDE   B.    AITCHISON 
(I!  \IKM.\\.    INTERSTATE    COMMERCE    COMMISSION 

Mr.  President  and  ( Icntlniu-n  : 

It  has  formerly  been  the  privilege  of  the  Interstate  Commerce  Com- 
mi-sion  to  be  host  to  this  W,. riation.  This  convention  is  UMHI;  held 
elsewhere  than  at  Washington,  and  the  privilege  of  welcoming  the 
Association  therefore  devolves  upon  other*;.  I  may.  for  the  Inur-tate 
Commerce  Commission,  say  to  <.ur  brethren  of  the  State-,  that  we 
renew  our  assurances  of  distinguished  con>idcr;ition.  and  that  when 
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the  wandering  instinct  of  the  Association  has  been  sufficiently  grati- 
is  content  to  go  back  to  its  logical  meeting  place  in  our 
ishington  offices,  it  will  give  us  the  same  high  degree  of  pleasure 
we  have  felt  in  the  past  to  say  once  more,  "Welcome  to  our  city!' 

Your  Executive  Committee  has  given  me  an  opportunity  to  make 
some  suggestions  as  to  certain  pressing  matters  of  common  concern. 
The  size  and  complexity  of  the  problem  preclude  anything  but  a  sum- 
mary treatment.  As  I  have  not  been  able  to  confer  with  my  colleagues 
as  to  these  suggestions,  let  them  be  treated  as  merely  my  own  views, 
except  as  far  as  they  happen  to  voice  what  the  Commission  has  already 
said  in  other  ways. 

When  we  met  last  November,  we  were  cheered  by  the  execution  of 
the  armistice  ending  hostilities.  Instinctively  America  turned  from  war 
to  peace.  Eleven  months  has  seen  the  great  army  returned,  practically 
demobilized,  and  remerged  in  the  citizenry,  and  the  industrial  machinery 
is  again  producing  the  things  which  make  up  the  commerce  of  peace. 
The  war  developed  unexpected  national  strength,  but  disclosed  un- 
expected weaknesses  and  menaces  to  the  life  of  the  nation.  It  has 
broadened  our  ideals  of  democracy  and  of  the  essential  relations  be- 
tween men.  Beside  grave  questions  of  international  policy,  we  have 
critical  internal  problems.  The  situation  is  without  parallel,  and  trans- 
cends experience.  Bluntly  stated,  there  is  an  open  issue  between  anti- 
statism  and  the  State.  It  is  revolution  or  evolution,  chaos  as  opposed 
to  law  and  order.  Our  economic  readjustments  must  meet  this  situation, 
and  must  conform  to  our  enlarged  ideals. 

The  progress  of  war  required  the  mobilization  of  the  whole  trans- 
portation system  of  the  country  as  a  part  of  the  military  arm  of  the 
nation.  How  this  was  accomplished  and  how  the  roads  have  been 
operated  as  a  federal  unit  are  matters  of  recent  history.  The  assump- 
tion of  federal  control  was  a  measure  designed  to  meet  an  emergency 
during  war.  With  the  passing  of  that  emergency  have  been  voiced 
wide-spread  demands  for  the  early  resumption  of  the  possession  and 
operation  of  the  properties  by  their  corporate  owners.  There  have 
also  been  counter-demands  that  federal  control,  which  had  its  inception 
in  the  national  emergency  of  war,  shall  be  continued  after  that  emerg- 
ency has  passed,  because  exigencies  of  a  different  character  have 
arisen,  or  in  order  to  afford  a  better  test  of  the  efficieny  of  govern- 
mental control  and  operation.  No  domestic  question  before  Congress 
is  of  greater  importance. 

There  is  thus  given  both  a  duty  and  an  opportunity.  Whatever 
general  policy  is  followed,  the  duty  is  to  secure  a  system  of  transpor- 
tation adequate  for  national  needs  in  times  of  national  stress  or  peril 
as  well  as  during  peace,  and  which  will  furnish  safe,  adequate,  and 
efficient  transportation  at  the  lowest  cost  consistent  with  such  char- 
acter of  sen-ice.  This  duty  is  primarily  upon  the  nation,  rather  than 
the  States.  There  is  an  unusual  opportunity  for  a  thorough  examina- 
tion into  the  fundamentl  relations  which  concern  the  corporations 
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and  the  state,  the  owners,  investors,  employees,  patrons,  and  those 
who  are  indirectly  but  vitally  affected,  and  for  the  enactment  of  legis- 
lation to  effectuate  a  general  policy. 

If  the  subject  were  being  considered  a  priori,  we  might  expect 
that  the  state  itself  would  undertake  to  furnish  transportation  under 
its  duty  to  provide  for  the  general  peace,  health,  safety  and  convenience. 
Indeed,  the  municipalities,  states,  and  even  the  nation  have  in  some 
instances  undertaken  to  perform  such  functions.  While  public  policy 
has  thus  far  entrusted  the  carrying  on  of  transportation  to  private 
agencies,  as  trustees  for  the  state,  the  business  is  essentially  govern- 
mental in  character.  But  there  has  been  and  is  wholly  lacking  such 
a  clearly-defined,  well  considered  policy  as  it  might  be  thought  the 
nation  would  have  formulated  or  developed  in  view  of  the  fact  it 
has  entrusted  so  vital  governmental  powers  to  subjects.  A  consistent, 
comprehensive,  and  effective  policy  would  adjust  relationship  so  that 
these  important  public  services  would  be  rendered  in  an  efficient, 
economical  and  equitable  manner,  with  the  ultimate  welfare  of  the 
body  politic  as  the  underlying  motive. 

Historically,  thefproblem  was  approached  in  the  reverse  direction. 
Our  conception  of  the  essentially  governmental  nature  of  these  service 
has  been  a  matter  of  evolution.  Transportation  has  been  carried  on 
by  private  enterprise  from  the  beginning.  The  continuing-  policy 
been  to  interfere  as  little  as  possible  with  the  individual,  and  to 
remit  to  local  treatment  matters  which  were  of  national  concern,  until 
the  necessity  for  remedial  legislation  became  imperative,  and  then 
merely  to  alleviate  the  immediate  irritation.  Thus,  the  act  to  regulate 
commerce  now  stands  as  the  result  of  repeated  amendments  and 
supplements,  each  designed  to  remedy  certain  demonstrated  mischiefs, 
and  each  rather  closely  confined  to  the  correction  of  the  single  de- 
ficiency which  called  for  the  remedial  attempt.  Likewise  the  state 
commission  acts  have  been  the  growth  of  years,  and  do  not  furnish 
a  comprehensive  answer  to  the  broad  question  of  railroad  relations. 

The  President  in  his  annual  message  to  Congress,  December  7. 
1915,  suggested  the  necessity  for  Congressional  investigation  of  condi- 
tions relating  to  interstate  and  foreign  commerce,  and  as  to  the  neces- 
Mtv  for  further  legislation:  and  his  suugeMion  was  followed  hv  the 
:i>ive  hearings  conducted  before  the  N'ewlands  committee.  With 
the  entry  of  the  nation  into  the  war  the  heavy  task-;  of  raiding. 
equipping,  transport  in-.  <uh<Nting.  and  maintaining  millions  of  men 
oversea-,  made  ol>vi<>n<  the  mre^itv  for  a  coordinated  administration 
of  the  railways.  It  will  be  helpful  to  recall  the  nature  of  the  emergent 

'itions  which  led  to  the  assumption  •  al  control,  as  s* 

by   the   President : 

"It    was    necessary    that    the    administration    of    the    railway*    should    IK-    taken 

tiy  the  Government  so  lonu  a<  the  war  lasted      It  would  have  heen  impo 
otherwise  to  c^tahlish  and  carry  through  under  a  single  direction  the  necessary 
priorities    of    shipment.      It    would    have   been    impossible    otherwise   to   combine 
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maximum  productin  at  the  factories  and  mines  and  farms  with  the  maximum 
possible  car  supply  to  take  the  products  to  the  ports  and  markets;  impossible 
to  route  troop  shipments  and  freight  shipments  without  regard  to  the  advantage 
or  disadvantage  of  the  roads  employed ;  impossible  to  subordinate,  when  neces- 
sary, all  of  convenience  to  the  public  necessity;  impossible  to  give 
the  necessary  financial  support  to  the  roads  from  the  public  treasury." 

In  his  first  regular  message  to  the  Congress  following  the  armistice, 
the  President  stated  that  the  question  which  caused  him  the  greatest 
concern  was  that  of  the  policy  to  be  adopted  toward  the  railroads; 
and  that  the  question,  as  to  which  he  had  no  confident  judgment  of 
his  own,  must  be  studied  immediately,  and  without  bias  or  prejudice. 
The  President  warned  Congress  it  seemed  to  him  to  be  his  clear  duty 
to  relinquish  control  of  the  roads,  even  before  the  expiration  of  the 
statutory  period,  unless  there  should  appear  in  the  meantime  some 
clear  prospect  of  a  legislative  solution  of  the  question  as  to  what  it 
is  right  we  should  do  with  the  railroads,  in  the  interest  of  the  public 
and  in  fairness  to  their  owners. 

There  has  been  universal  concurrence  in  the  conclusion  of  the  Presi- 
dent that  it  would  be  a  disservice  alike  to  the  country  and  to  the 
owners  of  the  railroads  to  return  to  the  old  conditions  unmodified,  and 
that  what  the  country  chiefly  needs  is  that  all  its  means  of  transporta- 
ton  —  railways,  waterways,  and  highways  —  should  be  developed. 
The  necessity  for  the  immediate  formulation  of  a  broad  legislative 
policy  was  emphasized  at  the  beginning  of  the  present  session  of 
Congress  when  the  President  announced  his  intention  to  return  the 
railroads  to  their  owners  at  the  end  of  the  calendar  year. 

Congress  has  been  thoroughly  and  intelligently  advised  by  the  in- 
vestigations of  the  Newlands  Committee,  and  by  a  succession  of  House 
and  Senate  Committee  hearings  as  to  the  compensation  of  the  carriers 
taken  over,  the  continuance  of  federal  control,  the  short  line  railroads, 
the  long  and  short  haul  rule,  and  by  exhaustive  hearings  before  each 
committee  on  the  various  concrete  proposals  for  comprehensive  leg- 
islation. Some  features  of  the  discussion  have  been  wholly  novel. 
The  railroad  situation,  while  regarded  as  of  tremendous  importance, 
has  been  treated  as  but  one  part  of  the  more  comprehensive  general 
subject  of  transportation.  In  the  hearings  transportation  has  been 
treated,  not  as  something  affecting  merely  shippers  of  localities  and 
the  carriers,  but  as  presenting  an  economic  problem  of  first  imoprtance, 
which  affects  the  political  and  social  life  of  the  nation  and  embodies 
perplexing  questions  as  to  the  rights  and  duties  of  the  corporations, 
their  owners  and  creditors,  their  employees,  organized  and  unorganized, 
and  the  shippers  and  public  served,  and  the"  relations  of  the  federal 
government  to  the  states. 

An  outstanding1  lesson  emphasized  by  the  war  was  that  an  adequate 
transportation  system  is  not  only  a  controlling  factor  in  the  carrying 
on  and  development  of  commerce,  but  is  an  absolutely  requisite  branch 
of  the  military  arm  of  government,  and  vital  in  the  national  defense. 
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However  desirable  competition  and  individualism  may  be  in  the 
conduct  of  the  transportation  of  the  country  in  times  of  peace,  in  times 
of  great  national  stress,  whether  due  to  war  or  other  emergency,  the 
constitutents  of  the  transportation  system  of  the  country  must  be 
capable  of  prompt  mobilization  and  operation  as  a  single  unit.  To 
accomplish  this  is  one  of  the  highest  offices  of  the  national  law-making 
body.  It  is  possible  that  such  power  may  never  be  used.  But  the 
same  spirit  of  precaution  which  led  the  British  Government,  following 
the  Franco-Prussian  War,  to  provide  by  statute  a  ready  means  for 
the  taking  over  of  the  railways  of  Great  Britain  when  needed,  dictates 
that  this  country  shall  not  be  less  forehanded.  Like  provision  should 
be  made  for  the  taking  over  of  a  lesser  number  of  the  railroad  systems 
of  the  country  when  the  emergency  does  not  require  the  taking  of  all. 
The  rights  of  the  owners  of  the  property  taken  in  any  such  event  are 
adequately  guaranteed  by  the  Constitution,  and  by  the  good  faith  of 
the  Government. 

Again,  the  war  has  emphasized  that  even  in  times  of  peace  no  rail- 
road lives  to  itself  alone.  The  most  pronounced  individualist  must 
agree  that  in  the  public  interest  certain  forms  of  competitive  activities, 
and  the  exclusive  use  of  certain  kinds  of  property  by  the  owning  car- 
riers, must  be  curtailed  that  the  whole  system  may  keep  abreast  of  the 
reasonable  demand  of  expanding  commerce.  Many  plans  have  been 
suggested  to  carry  out  this  idea.  They  run  down  the  gamut  from  the 
acquisition  of  all  railroad  lines  by  the  Government,  as  an  extreme, 
through  propositions  for  mergers  into  a  limited  number  of  regional 
or  large  competitive  systems,  to  a  number  of  minor  suggestions  as  to 
the  pooling  of  rolling  stock  or  terminals.  But  it  is  generally  agreed 
that  in  the  future  there  must  be  a  far  greater  degree  of  unification 
and  utilization  of  facilities,  equipment  and  terminals,  than  ever  before. 

Economy  dictates  that  future  railway  construction  shall  be  limited 
to  that  which  is  necessary  and  convenient  for  governmental  purposes 
and  the  public,  and  that  the  enterprise  shall  promise  a  fair  degree  of 
<  ss.  and  not  unduly  impair  the  ability  of  existing  lines  to  fulfill 
their  public  undertakings.  This  principle  has  the  justification  of  prac- 
tical experience,  and  in  successful  application  to  railroad  and  other 
public  ser\'ice  agencies,  has  been  familiar  for  years.  There  is  nothing 
novel  or  experimental  about  it.  The  principle  is  older  than  rate  regu- 
lation, and  antedates  the  application  of  steam  to  railways.  The  pro- 
tection of  legitimate  investments  already  made  against  impairment  by 
unnecessary  or  wasteful  competitive  construction  must  have  a  marked 
effect  in  sustaining  the  credit  <>f  existing  carriers,  and  will  discourage 
none  but  unwise  investments,  while  it  will  afford  strong  inducement 
for  useful  investment  in  the  public  sccrvue.  It  is  in  the  public  interest 
that  the  investment  slinll  be  kept  to  the  lowest  amount  consistent  with 
comprehensive  and  pond  service,  both  because  the  total  return  upon 
the  whole  amount  of  investment  is  thereby  lessened  and  because  cap- 
ital is  thereby  made  available  for  otl  er  and  more  exigent  purposes. 


36  NATIONAL    ASS.-CIATION    OF    RAILWAY 

As  the  railroads  are  integral  parts  of  a  system  necessary  for  the 
nation's  prosperity  and  for  its  security,  and  as  the  great  majority 
of  the  states  have  failed  to  enter  upon  this  field  of  regulation,  it  is 
essential  that  the  Federal  (".overmmnt  for  the  protection  of  the  t'nion 
and  in  the  interest  of  all  the  the  states,  should  assume  full  jurisdiction  as 
to  the  issuance  of  certificates  of  convenience  and  necessity  to  carriers 
who  intend  to  engage  in  the  transportation  of  interstate  commerce. 
That  this  regulatory  power  can  be  and  should  be  exercised  in  complete 
harmony  with  local  tribunals,  and  with  their  assistance,  goes  without 
mg. 

Correlative  with  the  right  to  protection  against  invasion  goes  the 
carrier's  obligation  of  intensive  cultivation  of  the  field  which  it  has 
undertaken  to  occupy.  The  alternative  to  the  acceptance  of  this  ob- 
ligation is  that  the  state  itself  must  perform  its  governmental  function 
and  furnish  adequate  transportation  in  such  localities.  There  should 
be  little  question  as  to  the  duty  to  provide  for  the  extension  of  short 
branch  or  spur  lines  of  tracks  to  communities  or  industries  which  are 
reasonably  entitled  to  such  service.  While  a  few  states  undertake  to 
confer  authority  to  require  such  extensions,  the  great  majority  have 
not  vested  such  authority  in  any  official.  The  vacuum  should  be 
filled,  and  plenary  power  of  Congress  be  exercised  to  the  end  that 
interstate  commerce  may  move. 

The  President  in  his  message  previously  quoted  pointed  out  the 
interdependence  of  the  rail  and  water  systems  of  the  country.  The 
necessity  for  coordination  and  encouragement  of  development  each  in 
its  own  proper  line,  is  obvious. 

These  are  the  broad  lines  of  a  policy  which  will  apply  under  all 
conditions  of  ownership  and  operation,  either  governmental  or  private. 
The  mere  enumeration  of  the  many  plans  proposed  to  carry  out  these 
conceptions  would  require  too  much  time.  Certain  of  these  plans  pro- 
pose the  continuance  of  federal  control,  for  indefinite  periods,  or 
for  specified  times  of  greater  or  less  lengths  of  duration,  either  in 
its  present  form,  or  by  returning  the  properties  to  their  owners  for 
direct  operation  under  a  centralized  federal  general  organization 
Others  propose  public  ownership,  with  either  public  operation,  or 
operation  by  some  agency  other  than  the  Government,  such  as  a  great 
corporation,  managed  by  private  owners,  or  conjointly  by  the  em- 
ployees and  the  public.  Other  plans  contemplate  the  return  to  private 
operation,  with  no  disturbance  of  ownership ;  while  again  there  are 
proposals  for  a  complete  regrouping  of  carriers  and  a  diversion  of  the 
present  ownerships,  into  either  regional  rail  corporations,  or  else  strong 
competing  systems,  privately  operated.  Other  plans  nropose  the  con- 
tinuance of  the  existing  ownerships,  except  as  evolution  permits  con- 
solidations in  the  public  interest,  with  a  modified  and  amplified  scheme 
of  regulation  founded  uj>on  that  which  we  now  have. 

Assuming  that  the  country  desires  a  resumption  of  private  owner- 
ship and  operation,  under  appropriate  provisions  and  safeguards,  and 
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the  speedy  return  to  private  ownership  and  operation,  we  need  not 
now  answer  certain  far-reaching  questions  which  would  obtrude  them- 
selves if  the  policy  of  governmental  ownership  should  be  adopted. 
There  would  be  utter  uncertainty  as  to  the  amount  of  the  price  which, 
under  the  Constitution,  the  carriers  would  demand  for  their  properties. 
The  principles  underlying  the  compensation  for  the  taking  of  such 
property,  are  by  no  means  clear.  There  is  grave  doubt  as  to  how 
the  requisite  financial  arrangements  could  be  made.  There  is  the 
certainty  of  litigation  which  would  continue  for  decades.  If  consum- 
mated, there  would  be  continued  difficulty  in  preventing  the  intrusion 
of  partisanship  into  the  selection  of  the  railroad  personnel,  the  details 
of  management,  the  rate  structure,  and  into  the  location  and  manner 
of  construction.  The  temptation  would  be  strong  to  treat  the  trans- 
portation systems  as  a  fiscal  contrivance  of  the  Government,  rather 
than  as  an  instrumentality  of  commerce  and  for  national  defense. 
Labor  difficulties  will  not  be  obviated  by  the  mere  adoption  of  a 
plausible  plan.  The  avoidance  of  favoritism  and  the  creation  of  a 
status  which  will  attract  to  and  retain  the  best  men  in  the  railway 
>crvice  under  governmental  operation  present  serious  obstacles.  Per- 
plexing questions  will  arise  as  to  the  responsibility  and  relationship 
of  the  governmentally  owned  or  operated  railways  to  Congress  and  to 
the  states ;  and  difficulties  in  respect  to  the  police  power  of  the  states 
nii^ht  be  expected. 

But  we  can  pass  from  a  consideration  of  legislation  which  is  merely 
possible  to  that  which  is  more  probable. 

Under  a  continued  policy  of  a  regulated  private  ownership  and 
operation,  there  must  be  a  revision  of  the  limitations  of  law  upon 
the  united  or  cooperative  activities  among  rail  and  water  common 
carriers,  if  the  carriers  are  to  be  coordinated  and  not  be  dealt  with 
merely  as  individual  and  competing  activities.  The  necessarily  mon- 
opolistic and  essentially  governmental  character  of  the  function  of 
nat inn-wide  transportation  differentiates  carriers  devoted  to  such  ser- 
vice from  individuals  en^a.ued  in  private  lines  of  enterprise.  Wasteful 
or  unnecessary  competition  must  result  ultimately,  in  permanent  de- 
terioration of  service,  increased  rates,  or  the  postponement  of  overdue 
rate  reductions.  When  the  Government  is  exercising  fully  its  power 
to  regulate  service  and  rates,  within  certain  limits  the  law  of  increasing 
return-;  promises  that  good  results  will  follow  from  mergers  and  con- 
solidations effected  upon  proper  terms.  The  limits  imposed  by  econ- 
omir  and  natural  laws  furnish  the  teM  as  to  the  extent  to  which 

'lidations  and   nv  -houM   he   permitted   or   required. 

\-  between  the  - -"n^.hMation  of  the  railroad^  into  regional  groups, 
ami  consolidation  into  larger  competitive  units,  the  discussion  has 
undoubtedly  tended  toward  the  acceptance  of  the  latter  alternative. 
The  Government  mav  act  with  respect  to  consolidations  either  by 
permittii/  'idation.  in  appropriate  <  •  by  re-minn-  «m- 

solida'ions.      Cnder    the    first    |x>1icy.    upon    appropriate    investigation, 
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the  lines  affected  are  relieved  from  the  restraints  of  law,  and  desirable 
mergers  may  be  encouraged  by  the  bringing  of  some  moral  pressure  to 
bear.  The  second  plan  involves  the  exercise  of  the  power  of  eminent 
domain,  and  requires  that  unwilling  owners  of  the  merged  properties 
shall  receive  the  value  of  their  property  so  taken  from  them. 

A  further  means  of  avoiding  unnecessary  duplication  andi  waste 
is  by  the  pooling  of  freight  equipment,  and,  to  a  degree  of,  locomotives. 
This  will  permit  the  fluidity  ©^distribution  and  concentration  attendant 
upon  a  single  ownership,  and  will  secure  such  economies  as  standard- 
ization of  construction  and  utilization  may  afford.  Equipment  has 
been  largely  pooled  during  federal  control,  but  as  additions  and  better- 
ments in  recent  years  have  necessarily  not  kept  pace  with  tonnage, 
it  is  important  to  make  adequate  provision  for  the  most  efficient 
utilization  of  all  equipment,  after  private  operation  is  resumed. 
Broad  administrative  powers  should  be  conferred  upon  a  central  tri- 
bunal, whereby  results  can  be  reached  similar  to  those  attained  by 
federal  control.  With  such  powers  must  go  authority  to  distribute  the 
burden  of  furnishing  equipment,  so  that  an  unwilling  but  able  carrier 
can  be  required  to  provide  itself  with  an  adequate  supply  of  equipment. 

Competition  as  to  rates  between  rail  carriers  has  largely  disappeared, 
and  as  the  principles  of  regulation  become  better  developed  and  ad- 
ministered, the  necessity  for  such  competition  is  less  marked.  But 
while  human  nature  remains  as  it  is,  although  the  modicum  of  proper 
service  can  be  compelled  regardless  of  competition,  the  rivalry  between 
man  and  man,  and  men  and  men,  is  needed  to  keep  to  the  highest  the 
standard  of  competitive  service,  and  by  reflection,  of  non-competitive 
service. 

With  a  constant  tendency  toward  the  elimination  of  competition  in 
rates,  the  excuse  for  differentiation  in  treatment  of  competitive  and 
non-competitive  traffic  has  become  of  weaker  authority.  This  com- 
mends itself  because  of  the  greater  facility,  fluidity  and  scope  in  the 
movement  of  commerce,  and  because  of  the  equal  and  uniform  treat- 
ment it  gives  all  traffic. 

The  war  showed  that  the  railroad  terminals  were  none  too  adequate, 
and  traffic  was  moved  only  by  a  use  of  them  regardless  of  ownership. 
Until  federal  control  the  rail  carriers  generally  forbade  their  terminals 
to  competitors  entirely,  or  admitted  them  only  upon  onerous  terms. 
Such  a  policy  was  distinctly  against  the  interest  of  the  transportation 
system  as  a  whole.'  A  more  liberal  policy  now  obtains  in  the  common 
use  of  terminal  facilities  by  "competing  carriers.  With  the  resumption 
of  private  operation  good  policy  will  require  a  similar  common  use 
of  terminals  upon  fair  terms,  in  the  public  interest,  and  will  provide 
a  means  for  insuring  the  enlargement  or  improvement  of  terminals 
to  the  extent  necessary  to  give  adequate  service. 

As  a  necessary  means  of  preventing  wasteful  competition,  the  regu- 
lating body  must  have  the  power  to  prescribe  the  minimum  rate  as 
well  as  the  maximum.  This  authority  has  long  been  reposed  in  many 
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of  the  state  regulating  tribunals,  but  it  has  never  been  vested  in  the 
ln:erstate  Commerce  Commission. 

Existing  legislation  gives  inadequate  protection  to  one  carrier  as 
against  another,  in  the  division  of  earnings  accruing  on  common  busi 
ness.  As  good  policy  contemplates  that  the  rates  imposed  for  such 
joint  business  be  just  and  reasonable,  it  also  dictates  that  the  division 
of  the  avails  thereof  between  the  participating  carriers  shall  be  just 
and  reasonable,  whether  such  joint  rates  were  established  by  the  vol- 
untary act  of  the  carriers,  or  were  prescribed  by  a  regulating  tribunal. 
It  may  be  necessary  that  in  the  transition  period  following  federal 
control,  over-zealous  traffic  officers  newly  returned  to  their  respective 
properties  should  be  saved  from  themselves,  and  that  the  carriers  and 
the  country  should  be  spared  those  burdens  which  would  follow  any- 
thing approaching  a  rate  war.  A  modification  of  the  present  plan  of 
district  traffic  committees,  under  the  direction  of  public  authority,  may 
be  necessary  as  a  stabilizing  influence  during  the  readjustment  stage. 

During  federal  control,  the  policy  as  to  wages  and  supplies  for  the 
railroads  has  been  controlled  by  the  government.  Wages  and  material 
now  stand  on  an  increased  level,  although  there  would  doubtless  have 
been  considerable  increases  whether  federal  control  had  been  assumed 
or  not.  Contemporaneously,  the  lines  of  demarcation  of  the  corporate 
systems  have  been  largely  ignored  in  the  routing  of  traffic,  and  the 
owners  will  take  the  properties  back  with  many  new  trade  channels 
deeply  cut.  To  a  large  extent  the  increased  costs  constitute  a  direct 
cost  of  the  war  and  should  be  borne  as  are  other  war  expenses.  As 
these  conditions  have  been  forced  upon  the  carriers,  it  seems  appro- 
priate that  following  the  return  of  the  properties  and  until  the  corpora- 
tions have  a  reasonable  opportunity  to  make  their  own  readjustments, 
the  Government  should  stand  behind  unavoidable  losses  from  operation, 
to  a  reasonable  extent.  Both  the  general  integrity  of  the  rate  structure 
and  the  pressing  necessity  for  conservation  of  revenue  require  that 
some  means  must  be  found  to  insure  the  continuance  of  a  compensa- 
tory scale  of  rates,  subject  to  such  readjustments  as  may  improve, 
rather  than  break  down,  the  whole  fabric.  The  conscious  effort  must 
be  made,  in  the  transition  period,  to  put  transportation  on  its  own 
feet,  so  that  it  will  bear  its  own  costs  without  continual  recurrence 
to  the  public  treasury  to  make-up  deficits  from  operations. 

As  a  permanent  projxjsitinn.  shall  the  Government  attempt  by  leg- 
islative rule,  to  assure  any  given  net  income  for  the  carriers  by  pro- 
viding that  rates  shall  he  made  to  yield  a  fixed  minimum  return  iinon 
the  value  of  the  property  of  each  carrier.  <>r  the  carriers  in  a  invcn 
district,  or  the  carriers  as  a  whole?  Shall  excess  earning s  al»o\e  what 
the  legislature  deems  a  fair  return.  IK-  recaptured  from  a  prosperous 
carrier,  to  U-  devoted  to  some  public  use  connected  with  the  furthering 
•aiis-pMrtation.  or  to  be  applied  to  the  relief  of  the  weaker 

Lack  of  time  prevents  a  disais.,,,n  of  these  important  inquiries. 
but  a  few  general  observations  may  be  made.  The  policy  of  the 
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country  so  far  has  been  against  private  subventions.  Each  carrier 
has,  under  the  Constitution,  an  effective  assurance  of  a  fair  return 
upon  the  fair  value  of  the  property  of  the  carrier,  provided  it  can 
earn  this  return  under  reasonable  rates.  The  difficulties  in  enforcing 
this  constitutional  guaranty  stand  as  the  chief  reason  urged  for  a 
more  specific  legislative  rule. 

A  ti.ved  rate  of  return  ignores  the  fluctuations  in  the  worth  of  money 
which  occur  from  time  to  time  and  from  place  to  place,  and  the  ele- 
ment of  relative  risk  in  the  enterprise.  If  a  uniform  percentage  of 
return  is  applied,  it  will  be  unjust  to  the  public  if  based  upon  the 
property  and  business  of  the  least  fortunate  carrier,  and  unduly  liberal 
to  -tune  carriers  and  extremely  unjust  to  others  if  based  only  upon 
the  property  and  business  of  the  most  favorably  situated  carrier.  If 
based  upon  an  average,  some  will  continue  to  be  above  and  some  below 
the  standard,  as  at  present,  unless  some  means  for  recapture  and  re- 
distribution of  excess  earnings  from  the  most  fortunate  carrier  are 
applied.  Both  the  constitutionality  and  economic  justness  of  such 
heroic  treatment  ?re  open  to  grave  question.  Before  making  a  perman- 
ent governmental  guaranty  of  minimum  earnings,  there  should  be  a 
careful  study  of  the  comparative  economies  of  private  ownership  under 
such  a  guaranty,  with  those  which  can  be  expected  under  government 
ownership  with  private  operation,  and  under  government  ownership 
and  operation.  The  problem  is  much  broader  than  the  mere  stabilizing 
of  railroad  credits.  Any  plan  designed  to  raise  a  fixed,  amount  from 
rates  will  defeat  itself,  if  it  fails  to  recognize  the  need  of  a  rate 
structure  under  which  commerce  can  and  will  move.  Such  an  attempt 
will  have  an  effect  the  reverse  of  that  intended,  by  demoralizing  busi- 
ness and  credits  generally.  It  is  important  to  know  whether  the  roads 
could  be  made  self -supporting  under  a  guaranty  plan,  and  the  burden 
of  showing  that  fact  is  upon  the  proponents  of  the  idea. 

Some  practical  difficulties  occur  in  carrying  out  a  legislative  direc- 
tion to  raise  a  precise  sum  of  money  or  to  produce  a  certain  per- 
centage of  future  return/  Stability  in  rates  is  regarded  by  the  users 
of  railroads  as  of  great  importance,  as  investments  are  made  and 
contracts  are  undertaken  upon  long-established  relationships,  and  un- 
foreseen rate  fluctuations  often  have  an  extremely  disturbing  effect. 
Great  financial  hardships  have  followed  unanticipated  rate  changes. 
If  a  certain  fixed  percentage  is  to  be  yielded  each  carrier,  or  each 
group  of  cariers,  year  by  year,  periodical  rate  fluctuations  will  be 
inevitable. 

\Yhether  a  schedule  will  yield  a  certain  percentage  of  return  depends 
mi  the  growth  or  shrinkage  of  business,  the  rise  and  fall  in  the  prices 
of  manufacture  and  labor,  the  extent  to  which  a  shrinkage  in  traffic 
can  be  met  by  reduced  operating  expenses,  and  the  efficiency  of  man- 
agement and  labor.  Each  of  these  variable  factors  has  a  marked  effect 
on  the  net  income  in  the  railroad  business,  and  each  is  beyond  the 
control  of  the  rate-regulating  tribunal.  If  a  direction  to  produce  a 
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fixed  return  from  rates  is  to  be  effectual,  the  ultimate  responsibility 
for  the  whole  rate  structure  must  be  vested  in  one  tribunal.  If  such 
a  policy  is  adopted  by  the  Federal  Government,  it  necessarily  elim- 
inates the  states  as  effective  factors  in  deiermining  the  rate  structure. 

Much  can  be  said  as  to  the  condition  of  railroad  credit,  and  the. 
necessity  for  maintaining  it  on  a  favorable  basis  so  as  to  induce  the 
investment  of  such  capital  as  is  necessary  for  needed  improvements 
and  extensions  of  the  transportation  system.  As  it  can  be  shown 
that  the  trend  of  return,  whether  based  upon  dividend-paying  stocks, 
or  upon  the  ratio  of  earnings  to  capital  outstanding,  or  of  income 
to  book  cost  of  property,  has  been  upward  under  regulation,  and  not 
downward,  the  decline  in  railway  credit  must  be  ascribed  to  causes 
other  than  the  administration  of  the  Act  to  Regulate  Commerce  or 
the  various  state  regulating  statues.  The  credit  of  the  railroads  is 
a  continuing  problem.  It  is  individual  as  applied  to  a  particular 
carrier.  Credit  cannot  be  established  or  maintained  by  legislative  act. 
If  legislative  fiat  could  ignore  those  moral  and  business  consideration 
which  determine  the  credit  of  every  individual  or  aggregation  of  in- 
dividuals, large  or  small,  and  could  place  all  the  carriers  upon  an 
equality,  the  credit  of  each  individual  or  group  of  individuals  would 
speedily  be  tested  and  readjusted  by  the  application  of  the  same  moral 
and  business  considerations. 

One  thing  is  certain :  The  Railroads  of  the  country  would  not  find 
themselves  possessed  of  unlimited  credit  if  the  Act  to  Regulate  Com- 
merce were  repealed  over  ni^ht. 

The  emancipation  of  railway  operation  from  financial  dictation  will 
have  a  favorable  effect  on  railroad  credit  in  the  ultimate.  The  familiar 
instances  of  disaster  to  railroad  properties  attributed  to  inexcusable 
financial  manipulation  and  exploitation,  readily  occur  to  recollection. 
As  looking  to  the  future  prevention  of  such  disasters,  there  is  suggested 
an  extension  of  the  terms  of  the  Gayton  Act  with  reference  to  inter- 
locking directorates,  making  them  applicable  to  common  carrier  cor- 
porations even  when  not  engaged  in  competition. 

There  is  general  agreement  as  to  the  necessity  for  governmental 
supervision  and  regulation  of  the  issuance  of  securities  of  public  ser- 
vice corporations  in  the  case  of  carriers  engaged  in  iirerstate  com- 
merce. Efficiency  in  administration,  and  the  protection  of  the  common 
interests  of  the  states,  alike  suggest  that  such  regulation  shall  be  ex- 
ercised by  the  Federal  Government.  t-xchiMvely. 

With  increased  duties  mid  responsibilities  conferred  uj>on  the  regu- 
latory bodies  must  come  Mich  a  revision  of  their  machinery  as  may 
be  necessary  to  maintain  administration  to  the  highest  degree  of  effici- 
eiicy.  using  the  term  efficiency  as  including  promptness  of  dis]n»M':ion 
as  well  as  intelligent  and  correct  action.  This  brings  in  i^Mie  at  once 
the  relation  of  the  re.milatin-  tribunal^  of  the  states  and  of  the  Federal 
•  •rnment.  F.ven  those  who  favor  the  full  exercise  of  the  plenary 
power  of  Congress  and  the  complete  centralization  of  regulation  in 
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the  Federal  dovernment.  freely  concede  the  necessity  for  some  local 
administration  with  respect  to  many  matters,  in  order  that  administra- 
tion may  hi-  efficient  under  the  definition  given. 

< -Hence  as  both  a  state  and  federal  commissioner  indicates  to  me 
that  the  situation  is  by  no  means  as  difficult  as  it  has  generally  been 
represented  to  be.  and  that  the  conflicts  and  absurdities  have  been  made 
the  most  of  in  the  te'.ling.  The  crystalization  of  the  law  by  judicial 
decision  has  proceeded  slowly,  but  is  now  fairly  clear,  and  further 
clarification  by  legislation  is  to  be  expected.  The  responsibilities  and 
j towers  of  the  federal  tribunal  are  well  recognized,  and  now  that 
responsibility  and  power  are  well  located,  it  is  reasonable  to  expect  a 
degree  of  cooperation  which  formerly  was  unobtainable.  The  sug- 
:»n  of  the  Interstate  Commerce  Commission  in  this  regard  was 
that  the  "conflict  of  jurisdiction  between  the  Federal  Government  and 
the  states  could  probably  be  resolved  through  harmonious  cooperation 
if  thr  Federal  tribunal  could  be  authorized  to  cooperate  with  state 
authorities  by  utilizing  their  services  in  appropriate  instances  and  to 
an  appropriate  extent".  This  has  been  the  position  of  the  Commission 
for  many  years,  as  stated  in  its  reports  and  the  expression  if  its 
members,  translated  into  action  in  numerous  cases  by  effectual  co- 
operation, as  far  as  the  existing  law  permits.  The  state  commissions 
have  come  through  federal  control  with  public  confidence  in  them 
strengthened.  They  have  proven  themselves  to  be  such  valuable  public 
institutions  that  the  repeated  proposals  to  relegate  them  to  the  junk 
heap  have  met  with  no  responsible  favor. 

These  subjects,  while  of  tremendous  importance,  and  attended  by 
many  difficulties  in  detailed  application,  are  capable  of  ultimate  settle- 
ment, although  the  process  may  take  time,  and  may  require  compromise, 
and  adjustment  and  readjustment. 

I'ut  all  these  matters  pass  into  comparative  insignificance  when  com- 
pared with  the  possibility  that  the  railroads  may  cease  to  function 
entirely  because  of  the  dissatisfaction  of  the  employees  generally, 
or  those  in  a  particular  class,  with  their  terms  and  conditions  of 
employment.  Such  a  cause  has  brought  the  nation  face  to  face  with 
cessa'ion  of  railroad  service  several  times  within  recent  years.  The 
lives  of  more  than  100,000,000  people  are  dependent  upon  the  con- 
tinned  adequate  functioning  of  the  national  transportation  system, 
and  the  mind  turns  with  horror  from  contemplating  the  consequences 
of  even  a  brief  effectual  stoppage  of  transportation.  Civilization  and 
our  form  of  government  must  be  admitted  to  be  shams  and  failures 
if  they  do  not  insure  that  continuity  of  adequate  transportation  service 
without  vliich  we  must  endure  freezing  and  starvation.  Some  means 
must  be  provided  to  secure  to  the  railroad  worker,  promptly  and 
certainly,  in  an  orderly  manner,  such  compensation  and  working  con- 
ditions as  are  justly  due  him,  without  overturning  the  whole  economic 
system,  and  without  requiring  experiments  involving  our  whole  policy. 
This  means  can  be  provided  without  turning  the  railroads  over  to  their 
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employees  for  management,  control  and  operation,  with  but  a  minority 
representation  for  the  public. 

During  federal  control  a  marked  step  forward  was  taken  by  the 
creation  of  boards  composed  of  representatives  of  the  employees 
and  the  Administration,  empowered  to  determine  such  disputes.  The 
benefits  of  such  a  voluntary  system  should  be  retained  for  the  future 
as  a  part  of  the  legislative  program.  But  it  is  optimism  in  the  ex- 
treme to  expect  that  such  boards  will  always  be  able  to  reach  an 
unanimous  conclusion;  and  in  such  cases  where  they  fail,  the  public 
owes  it  to  itself  to  see  that  the  situation  does  not  become  intolerable, 
and  to  pass  upon  the  matters  in  dispute. 

It  is  sometimes  said,  in  a  sententious  way,  that  the  same  body 
which  fixes  rates  should  fix  wages.  This  statement  sounds  like  an 
aphorism  but  will  bear  analysis.  The  members  of  a  rate  regulating 
body  are  not  chosen  because  they  possess  the  peculiar  qualifications 
which  collectively  would  make  them  successful  in  the  mediation,  con- 
ciliation, and  arbitration  of  labor  disputes.  In  the  course  of  time  the 
inevitable  result  of  the  combination  of  these  different  duties  in  one 
tribunal  will  be  to  destroy  the  strength  and  influence  of  that  body 
in  both  functions.  The  important  thing  is  that  some  railroad  wages  shall 
be  adjusted  with  reference  to  the  costs  of  living  and  to  wages  in  other 
employments;  and  that  adjustment  should  be  made  by  whatever  body 
is  by  its  nature  best  fitted  for  the  task.  When  *wages  have  been 
adjusted,  no  rate-making  tribunal  would  refuse  to  give  sanction  to 
the  scale  determined  upon  as  fair.  The/  reason  for  attempting  to 
give  these  functions  to  a  rate-making  tribunal  therefore  wholly  dis- 
appears, and  the  positive  disadvantages  forbid  the  attempt. 

The  public  which  requires  that  the  governmental  function  of  trans- 
portation shall  be  carried  on  continuously  by  the  corporation  which 
undertakes  it,  concedes  the  fundamental  rights  of  the  employees  to 
fair  wages  and  good  working-  conditions,  and  is  willing  to  pay  the 
bill  therefor.  To  the  extent  that  the  legislative  policy  in  the  past  has 
not  provided  a  speedy  and  adequate  means  for  enforcing  the  just 
demands  of  employees,  it  must  be  corrected.  But  having  done  so,  the 
country  is  entitled  to  protection  against  the  irretrievable  damage  which 
must  inevitably  follow  if  either  party  to  the  dispute  insists  upon  being 
the  final  judtjc  of  the  justice  of  its  own  cause  and  stops  the  wheels 
of  commerce. 

But,  it  is  said,  the  right  to  leave  employment  at  will  is  guaranteed 
bv  the  ( 'onstitutinn.  and  any  legislation  which  looks  toward  impairing 
thi-  riijht  i>  a  form  of  involuntary  servitude  or  wage  slavery  for- 
bidden by  the  fundamental  law.  The  Iriral  ri^ht  to  leave  the  em- 
ployment U  conceded.  P.ut  it  is  not  always  befitting  to  exercise  even 
•itntionnl  rights.  Before  the  employees  leave  the  service  in  concert, 
U  it  not  well  t'«»r  them  t«»  wei-li  carefully  the  nature  of  their  em- 
ployment in  the  service  of  the  public,  and  the  consequences  to  others 
against  whom  they  have  no  grievance?  Do  they  not  owe  to  them- 
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>el\es  to  consider  whether  there  is  not  another,  and  an  honorable 
mean.-  of  securing  justice,  which  involves  no  distress  to  the  innocent 
and  helpless,  which  they  should  the  rather  employ ;  and  should  they 
invoke  the  informed  judgment  of  disinterested  and  fair-minded 
men  as  to  the  rijjhteousnes  of  their  cause? 

The  public  nature  of  the  employment  or  office  must  be  borne  in 
mind.  It  is  a  status  which  at  the  outset  was  assumed  voluntarily, 
with  all  of  the  direct  and  incidental  rights  and  duties,  legal  and 
moral,  attendant  upon  such  status.  "Whatever  would  be  the  right 
of  an  employee  engaged  in  a  private  business  to  demand  such  wages 
a>  he  desires,  to  leave  the  employment  if  he  does  not  get  them,  and, 
by  concert  of  action,  to  agree  with  others  to  leave  upon  the  same 
condition.  >uch  rights  are  necessarily  subject  to  limitation  when  em- 
ployment is  accepted  in  a  business  charged  with  a  public  interest  and 
as  to  which  the  power  to  regulate  possessed  by  Congress  applied,  and 
the  resulting  right  to  fix,  in  case  of  disagreement  and  dispute,  a 
lard  of  wages,  *  *  necessarily  obtained".  (Wilson  v.  New,  243 
*2.) 

It  is  apparent  that  employment  in  public  utility  service,  because, 
from  the  nature  of  things,  governmental  in  character,  is  a  virtual 
monopoly,  directly  affects  the  common  good,  and  is  tinged  with  a 
public  interest.  Such  employment  is  thus  differentiated  from  those 
classes  of  private  service  in  which  the  general  welfare  is  not  inti- 
mately concerned.  The  experience  of  the  ages  teaches  that  it  is  a  good 
policy  for  each  individual  to  exercise  his  rights  in  such  manner  as  to 
do  no  unnecessary  injury  to  others.  It  is  unthinkable  that  the  func- 
tioning of  government  shall  be  stopped.  But  when  transportation 
5,  government  is  in  peril,  and  the  life  of  every  citizen  is  menaced. 
There  is  no  duty  owned  by  the  Government  of  a  more  imperative 
character  than  to  see  that  such  a  condition  shall  not  occur. 

Every  regulatory  officer  having  to  do  with  public  service  properties 
is  brought  into  close  touch  with  many  of  the  men  in  such  service,  from 
on-e  end  of  tjie  organization  to  the  other.  It  is  but  justice  for  regulating 
officers,  from  their  knowledge  of  the  character  and  motives  of  the  rail- 
road employees,  to  testify  that  such  men  are  Americans,  and  are  not 
revolutionists;  that  they  demand  only  that  which  they  regard  as  just 
and  reasonable,  and  can  justify  before  their  fellow  men.  The  nature 
of  employment  in  public  service  continually  emphasizes  a  regard  for 
order  and  consideration  of  the  rights  of  others.  The  railroad  em- 
ployees stand  to  lose  their  all,  just  as  do  the  rest  of  us,  if  the  peace 
and  prosperity  of  the  country  are  destroyed.  Such  men  do  not  raise 
the  flag  of  revolution.  They  do  not  themselves  deem  it  necessary,  in 
order  to  obtain  industrial  justice,  to  incite  revolution  by  continually 
proclaiming  its  imminence.  They  know  their  strength  as  a  numerous 
and  influential  portion  of  the  citizenry  of  this  democracy,  and  know 
that  when  the  existing  forms  of  government  are  imperfectly  admin- 
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istered,  or  no  longer  serve  to  accomplish  justice,  a  ready  means  of 
correction  is  at  hand  through  the  ballot. 

These  are  the  hastily  drawn,  and  imperfect  outlines  of  matters  en- 
tering into  a  policy  which  may  be  embodied  into  legislation  supple- 
menting that  now  enacted.  While  the  details  of  application  are  many 
and  difficult,  the  policy  itself  is  believed  to  be  consistent  and  as  effec- 
tual as  present  economic  conditions  will  permit.  It  is  an  American 
policy,  founded  upon  the  Constitution,  consistent  with  our  institutions, 
and  sanctioned  by  good  morals.  With  the  adoption  of  such  a  policy 
greatly  enlarged  duties  will  come  to  all  who  are  charged  with  official 
responsibilities  in  connection  with  the  federal  and  state  regulatory 
acts.  \Yith  a  full  consciousness  of  the  gravity  of  the  duties  and  re- 
sponsibilities so  imposed,  let  every  member  of  this  Association  go  for- 
ward to  do  his  utmost  in  the  upbuilding  of  his  country  and  for 
humanity.  ( Applause.) 


Mr.  JOHN-  M.  KIXKEL  (Tenn.)  :  Mr.  President.  I  move  you  that 
the  Association  express  to  Chairman  Aitchison  its  high  appreciation 
of  his  very  interesting  and  instructive  address,  and  that  the  address  be 
printed  in  our  proceedings. 

(The  motion  was  seconded  by  Mr.  Williams  of  NYw  Mexico.) 

President  ELMOI/IST:  Motion  has  been  made  and  seconded  that 
the  address  of  Chairman  Aitchison  of  the  Interstate  Commerce  Com- 
mi— ion  be  printed,  and  that  the  thanks  of  the  Association  be  extended 
to  him  for  his  very  able  and  instructive  remarks.  Is  there  any 
discussion. 

Mr.  AITCHISON:  Mr.  President,  I  rise  to  a  point  of  order.  The 
individual  who  last  had  the  floor  (  Mr.  Aitchison)  is  an  active  member 
of  the  Association,  and  under  the  constitution  and  by-laws  of  this 
nization,  no  active  member  of  the  association  can  receive  a  vote 
of  thanks  :  hence  the  resolution  as  now  put  is  not  in  order.  (Laughter). 
I  therefore  raise  the  point  of  order  against  that  resolution. 

Mr.  KINKKL:  Personally.  Mr.  Chairman,  my  regard  for  the  gentle- 
man is  such  that  I  would  have  no  objection  to  amending  my  motion 
to  make  it  in  order  if  I  thought  his  point  of  order  <  11  taken, 

but  I  do  not  believe  that  it  iv 

» 

President    KI.MQUIST:     The  Chair  rules  that   the  point   of  order  is 

not  well  taken.      (Laughter  and  applar. 

i  The  motion  \va<  put  to    viva  voce  vote  and  unanimously  prevailed.) 
Mr.    PELL:      Mr.    President .   I   have  a   resolution  that    1   want  to  get 

out  of  my  xvxtein  at  this  time. 
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President  EI.MIJUIST:  Before  you  offer  your  resolution  may  I 
read  the  announcement  of  committees  that  must  be  appointed  this 
morning.  The  Chair  will  consider  your  resolution  in  just  a  moment. 

Mr.  Secretary,  will  you  read  the  list  of  the  committees  appointed. 

Secretary  Walker  read  the  following  Jist  of  committees: 

TIME  AND  PLACE  OF  NEXT  CONVENTION 

J.  W.  McCAKDLE — Indiana 
JAMES  A.  PERRY — Georgia 
ALEXANDER  FORWARD — Virginia. 
C.  W.  GREEN — Kansas. 
H.  C.  CLELAND — Washington. 
CHARLES  WEBSTER — Iowa. 
WILLIAM  M.  SMITH — Michigan. 

COMMITTEE  ON  MEMORIALS 

J.  J.  MURPHY — South  Dakota. 
FRANK  W.  SHEALY — South  Carolina. 
GRANT  E.  HALDERMAN — Colorado. 
WJILLIAM  G.  BUSBY — Missouri. 
SID.  T.  DOUTHITT — Kentucky. 


Secretary  WALKER:  I  would  say  in  that  connection,  gentlemen, 
that  it  is  the  usual  practice  for  the  Chairmen  of  the  committees  to 
announce  before  adjournment  the  first  day  when  the  committees  will 
meet ;  and  I  want  further  to  inform  the  convention  that  we  have  a 
committee  room  in  this  hotel,  room  number  846  on  this  floor,  which 
is  available  for  the  use  of  the  cornmittees  at  any  time. 

President  ELMQUIST:  Now,  gentlemen,  the  pending  motion  before 
the  body  was  that  of  Mr.  Burr. 

Mr.  BURR:  In  order  that  these  gentlemen  may  have  the  benefit  of 
discussion  with  the  members  of  the  Executive  Committee  of  their 
motion  which  I  proposed  to  table,  I  will,  with  the  consent  of  my  second, 
withdraw  my  motion  to  table. 

Mr.  PELL  :    You  have  my  consent. 

President  ELMCJUIST:  Then  the  motion  before  the  convention  is 
that  of  Mr.  Johnson  of  Arizona,  that  the  question  be  referred  to  the 
Executive  Committee.  Those  in  favor  of  that  motion  will  signify 
by  saying  aye. 


AND    UTILITIES    COMMISSIONERS.  47 

Mr.  JACKSON  :  I  understood  that  the  motion  was  to  be  left  open 
for  discussion  during  the  rece 

President  ELMQUKST:     If  there  is  any  discussion  after  recess. 

Mr.  JACKSON:  Then  if  you  have  no  objection,  Mr.  Chairman,  I 
would  move  that  we  adjourn  for  a  recess. 

President  ELMQUIST:  I  consented  to  recognize  Mr.  Pell  of  North 
Carolina,  who  has  a  resolution  he  desires  to  present. 

Does  the  author  of  the  pending  motion  desire  to  continue  its  dis- 
cussion this  afternoon? 

Mr.  JOHNSON:    Yes. 

President  ELMQUIST  :  With  the  consent  of  the  author  of  the  motion 
and  the  gentleman  who  seconded  it,  we  will  continue  this  matter  then 
until  this  afternoon. 

Now,  Mr.  Pell,  the  Chair  recognizes  you. 


RESOLUTION  OF  APPRECIATION 

Mr.  PELL  :    I  wish  to  present  the  following  resolution  : 

WHEREAS,  Hon.  Charles  E.  Elmquist  has,  during-  the  past  two  years, 
represented  this  Association  as  its  special  solicitor  in  Washington  and 
has  discharged  his  duty  with  signal  ability,  and  now  announces  his 
resignation  to  the  Convention,  Be  it 

RESOLVED  by  the  Association  that  it  hears  of  his  resignation  with 
great  regret  and  desires  to  put  on  record  its  high  appreciation  of  his 
distinguished  services  as  its  special  representative,  especially  his  effec- 
tive efforts  toward  preserving  to  the  states  their  police  powers  with 
reference  to  the  control  of  common  carriers. 

Gentlemen,  I  move  the  adoption  of  that  resolution  and  ask  that 
Secretary  Walker  put  the  motion. 

Mr.  LAURENCE  B.  FINN  (Kentucky):  I  desire  to  second  the 
resolution  of  the  gentleman  from  North  Carolina,  and  make  the 
statement  that  the  closing  remarks  of  the  President  in  his  address  this 
morning  constituted  his  resignation,  and  therefore  I  want  the' Chairman 
to  understand  that  we  were  not  applauding  the  statement  that  let  it  be 
known  he  was  resigning  his  j><»it i(.n.  but  that  we  were  applauding  the 
main  body  of  his  address.  (Laughter  and  applause.) 

With  that  explanation  I  desire  to  second  the  resolution  of  my 
distinguished  friend  Mr.  Pell. 

Secretary  WALKER:  Gentlemen.  I  have  been  asked  to  act  as 
President  of  this  Association  in  putting  the  motion  that  has  been  made 
by  Mr.  Pell  of  North  Carolina.  Are  you  ready  for  the  question  ? 

(The  quest  ion  was  called  for  and  being  put  was  adopted  by  a 
unanimous  rising  vote.) 

President   El  MOUIST:     A  motion  to  adjourn  will  be  in  order. 
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Mr.  PAUL  P.  HAYNMS  (  Iiuliana  i  :  Mr.  Chairman,  before  we  adjourn 
I  desire  un  behalf  of  the  Indiana  Commission  to  make  just  a  few 
announcema 

»rro\v  evening  at  6:30  a  dinner  will  be  given  in  the  Riley  Room 
of  this  Hotel.  It  is  given  by  the  Chamber  of  Commerce  of  Indianapolis, 
and  all  visitors.  Commissioners,  and  representatives  of  Commissions, 
and  members  of  the  Association  will  be  the  guests  of  the  Chamber  cf 
Commerce  jointly  with  the  Public  Service  Commission  of  Indiana. 

\Ve  hope  that  the  Secretary  of  this  Association  will  arrange  as 
early  as  possible  for  the  registration  of  all  members  of  the  Association 
in  order  that  we  may  have  a  dinner  list ;  and  if  that  can  be  arranged 
this  afternoon  or  tomorrow,  Mr.  \Yalker.  we  will  appreciate  it  very 
much,  because  we  want  to  distribute  tickets  to  all  members  of  the 
Association.  It  will  be  at  this  dinner  where  Director  General  Hines, 
will  sptak,  as  well  as  Mr.  Aitchison,  who  has  addressed  us  this  morning. 

The  Indiana  Commission  wishes  to  announce  further  that  there  is 
at  the  disposition  of  all  members  of  the  Association  stenographers  to 
take  care  of  any  personal  or  business  correspondence  which  you  have, 
or  any  other  dictation  which  you  might  desire  to  give  while  you  are 
here ;  and  upon  inquiry  of  the  Secretary  you  will  be  supplied  with 
stenographers  at  the  hotel. 

I  wish  further  to  call  your  attention  to  the  fact  that  the  Indiana 
Commission  has  invited  to  participate  in  these  meetings  previous 
members  of  the  Association  and  ex-members  of  the  Indiana  Commis- 
sion. I  wish  at  this  time  to  call  attention  to  Judge  McClure  and 
Judge  Clark.  (Applause.)  They  are  the  stalwarts  and  pioneers  of 
the  Indiana  Commission,  and  we  are  very  glad  to  have  them  with  us. 
Judge  Duncan  will  be  present  tomorrow  evening. 

Following  the  plan  which  the  Indiana  Commission  understands  was 
inaugurated  at  the  time  of  the  convention  in  California,  under  'which 
the  California  Commission  was  notified  or  asked  to  dispense  with  any 
extensive  entertainment,  features  of  the  convention,  the  Indiana 
Commission  has  believed  it  unwise  to  plan  for  you  gentlemen  any 
extensive  entertainment  features,  feeling  as  your  President  has  said, 
that  it  was  a  business  convention.  Hence,  other  than  the  entertainment 
that  comes  from  the  social  side  among  the  members  themselves,  the 
dinner  will  be  the  only  scheduled  social  event.  However,  if  any 
members  of  the  Association  desire  to  see  Indianapolis,  or  desire  to 
ride  about  the  city,  automobiles  will  be  on  hand,  and  if  you  will  report 
,to  the  Secretary  your  wishes  in  that  respect,  you  will  be  furnished 
with  automobiles  and  drivers  in  order  to  show  you  about  the  city. 

All  members  of  the  Indiana  Commission  desire  to  aid  each  of  you 
in  every  manner  it  is  possible  to  aid  you  while  in  the  city;  to  show 
you  about  and  be  a  brother  to  you,  and  I  hope  you  will  all  avail  your- 
selves of  the  hospitality  of  each  of  our  members  and  lean  upon  us  any 
time  you  see  fit.  because  we  want  to  make  life  pleasant  for  you  while 
in  Indianapolis. 

TT'e  want  to  invite  vou  to  visit  our  offices.     The  State  House  is  but 
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two  blocks  from  this  hotel,  and  we  would  like  very  much  to  have  you 
visit  our  offices,  see  our  plant  and  the  way  it  is  working,  and  give  us 
all  the  suggestions  you  can  to  improve  our  work  and  our  methods ;  and 
in  turn  we  will  be  very  glad  if  we  could  be  of  some  assistance  to  those 
who  may  visit  us. 

Chairman  Lewis  advises  me  that  up  to  date  we  have  received 
acceptances  from  one  hundred  Commissioners.  \Ye  expect,  therefore, 
an  attendance  in  excess  of  100.  There  are  now  here,  I  take  it.  some 
50  or  60  representatives,  so  that  tomorrow  morning  I  think  we  will 
have  a  much  larger  representation,  and  we  will  have  with  us  many 
Commissioners  who  are  not  here  today,  and  many  state  representatives 
not  represented  here  today. 

\Ye  wish  you  all  to  feel  that  the  most  cordial  spirit  of  hospitality 
is  in  the  hearts  of  the  members  of  the  Indiana  Commission,  and  want 
you  to  ask  us  for  anything  you  want,  and  if  we  cannot  get  it  we  will 
find  some  way  of  giving  you  a  substitute.  (Applause  and  laughter.) 

President  ELMQUIST  :  In  addition  to  the  limited  number  of  an- 
nouncements (laughter),  made  by  the  gentleman  from  Indiana,  the 
Chair  begs  leave  to  state  that  there  is  a  photographer  in  this  city  who 
wishes  to  take  the  picture  of  the  members  of  this  Association,  so  this 
afternoon  when  we  are  all  looking  our  best  and  feeling  well,  we  will 
proceed  to  the  roof  garden  and  have  our  pictures  taken. 

It  is  also  very  agreeable  for  the  Chair  to  announce  that  we  have 
approached  the  period  where  stalwart  gentlemen  may  be  invited  to 
appear  in  a  convention  without  participating  in  the  active  discussion. 
(Laughter  and  applause.) 

Mr.  WILLIAM  G.  BUSBY  :  Would  it  not  be  better  to  take  that  picture 
tomorrow,  Mr.  Chairman,  when  more  members  will  be  present  ? 

President  ELMQUIST:  I  think  that  is  a  very  good  suggestion,  and 
I  believe  that  the  change  can  be  made. 

Mr.  JACKSON:  Mr.  President,  I  move  that  we  now  adjourn  until 
half  past  two. 

(The  motion  was  seconded  and  carried  by  a  unanimous  viva  voce 
vote.  Whereupon,  at  1 :10  o'clock  P.  M..  October  14,  1919,  the  con- 
vention took  a  recess  until  2:30  o'clock  P.  M. 


AFTERNOON  SESSION 
Tuesday,  October  14,  1919,  2:30  P.  M. 

President  ELMQUIST:  Gentlemen,  the  pending  question  is  a 
resolution  of  the  gentleman  from  Arizona. 

Mr.  JOHNSON:  Mr.  President,  before  we  proceed  farther.  I  would 
like  to  offer  a  substitute  for  the  motion  I  made  thi^  morning,  as  follows: 

That  this  convention  favor  the  principle  that  passenger  rates  should 
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be  uniform  upon  all  standard  class  "A"  railroads  during  the  period  of 
federal  control. 

I  would  like  to  offer  that  as  a  substitute  motion  Mr.  Presidem. 

President  ELMQUIST  :     Does  that  substitute  motion  receive  a  second  ? 

Mr.  \VILI.I.\MS   (New  Mexico):     I  second  the  motion. 

Mr.  PELL:  Does  the  gentleman  move  to  refer  that  to  the  Executive 
Committee  ? 

1 'resident  ELMQUIST:  No,  he  offers  that  as  a  substitute  for  the 
pending  motion. 

Mr.  PELL:  As  I  understood  it.  that  means  the  substitute  shall  be 
referred  back  to  the  Executive  Committee. 

President  ELMQUIST:  He  offers  it  as  a  substitute  motion  and  I 
expect  he  will  invite  the  action  of  the  convention  at  this  time  upon  it, 
unless  otherwise  stated. 

Mr.  PELL:  I  thought  the  motion  this  morning  was  to  be  referred 
to  the  Executive  Committee.  I  thought  that  motion  was  the  one  which 
it  was  moved  be  laid  on  the  table. 

President  ELMQUIST:  The  motion  to  table  was  withdrawn  by 
Mr.  Burr. 

Mr.  PELL:  Then  that  leaves  the  motion  to  refer  to  the  Executive 
Committee. 

President  ELMQUIST:  And  as  a  substitute  for  that  motion  he  offers 
this  motion:  (Reading-  Mr.  Johnson's  substitute  motion.) 

Mr.  PELL:  Then,  Mr.  President,  I  move  that  that  substitute  be 
referred  to  the  Executive  Committee.  (The  motion  was  seconded.) 

Mr.  WdLLiAMS :  Mr.  President,  I  move  that  its  passage  take  place 
as  the  original  motion. 

President  ELMQUIST  :     It  is  the  original  motion. 

You  will  observe  that  this  does  not  invite  an  expression  of  opinion 
as  to  the  reasonableness  of  any  rate ;  it  simfply  indicates  that  during 
the  period  of  Federal  control  all  standard  class  "A"  railroads  should 
observe  a  uniform  passenger  rate. 

Mr.  A.  J.  MAXWELL  (North  Carolina)  :  Mr.  President,  I  take  it 
the  gentleman  desires  action  on  that  which  he  anticipates  will  be  helpful 
to  him  in  the  rate  case  he  either  has  pending  or  anticipates  bringing 
before  the  Interstate  Commerce  Commission.  Now  I  personally  do 
not  know  a  thing  about  merits  of  that  controversy  out  there.  Gentlemen 
who  have  heard  it  differ  about  it.  If  we  were  to  spend  three  weeks 
or  three  months  investigating  it.  I  take  it  we  would  differ  about  it.  I 
tmyself  have  but  one  opinion  about  it,  and  that  is  that  the  annual 
convention  of  the  Natiorfal  Association  of  Railway  and  Utilities 
Commissioners  is  not  the  proper  time  or  place  or  the -proper  tribunal 
to  try  a  rate  case.  * 

In  my  attendance  on  former  sessions  of  the  Association  I  do  not 
recall  that  such  a  question  was  ever  before  brought  before  us,  and  I 
do  not  believe  that  we  ought  to  take  any  action  thnt  would  by  any 
possible  construction  express  an  opinion  about  something  we  do  not 
know  anything  about. 
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In  the  language  of  Mr.  Goldberg,  I  do  not  think  it  would  mean 
anything,  except  to  show  that  the  National  Association  of  Railway 
and  Utilities  Commissioners  in  the  aggregate  is  an  amiable  group  of 
gentlemen,  and  we  ought  not  to  have  to  prove  that.  (Laughter.) 

Therefore,  Mr.  President,  I  second  the  motion  that  it  be  referred  to 
the  Executive  Committee  for  consideration. 

President  ELMQUIST:  Motion  is  made  and  seconded  that  the  res- 
olution be  referred  to  the  Executive  Committee. 

Mr.  SHAW  (Illinois)  :  Mr.  President,  by  way  of  explanation  I  would 
like  to  say  that  this  morning  I  spoke  against  the  original  motion.  The 
substitute  motion,  however,  I  believe  meets  the  objection  I  had  in  mind 
as  to  why  the  resolution  as  originally  offered  should  not  be  passed, 
and  for  that  reason  my  objection  as  offered  against  the  original  res- 
olution would  not  apply  to  this  substitute  resolution. 

Mr.  JOHNSON:  Mr.  President,  I  offer  as  a  substitute  to  the  motion 
of  the  gentleman  on  the  other  side  of  the  hall  (Mr.  Pell),  a  motion  that 
the  resolution  I  have  presented  be  now  acted  upon  by  the  convention. 

Mr.  PELL:    Mr.  Chairman,  I  did  not  hear  what  the  gentleman  said. 

President  ELMQUIST  :  He  offers  as  a  substitute  to  the  motion  of  the 
gentleman  from  North  Carolina  that  this  convention  now  pass  upon 
his  resolution. 

Mr.  MAXWELL:  Mr.  President,  he  offered  his  resolution  and  moved 
its  adoption,  and  a  substitute  motion  has  now  been  made  referring  his 
motion  to  the  Executive  Committee. 

President  ELMQUIST  :  Yes,  I  think  the  motion  before  the  -house  is 
the  one  to  refer  this  resolution  to  the  Executive  Committee. 

Mr.  WILLIAMS:  I  cannot  understand,  Mr.  President,  why  our 
fellow  associates  down  there  want  to  refer  this  to  the  Executive  Com- 
mittee. It  is  just  a  matter  of  making  this  uniform.  We  are  a  part 
of  the  association ;  we  are  a  part  of  the  family,  and  this  thing  has  been 
going  on  long  enough  now,  and  this  Association  ought  to  stand  behind 
these  throe  statos  which  are  members  of  this  family.  We  have  contri- 
buted to  everything  and  fought  and  done  our  bit  all  the  way  down  the 
line,  and  I  cannot  see  why  our  friends  across  the  way  want  to  saddle 
this  question  back  on  the  Executive  Committee.  Backing  up  these 
three  states  in  what  they  are  trying  to  do  isn't  anything  that  will  hurt 
thi*  association.  You  are  not  going  into  any  rate  proposition.  The 
Arizona  Commission  had  a  hearing  on  the  three  cent  fare  and  it 
•  -d  into  the  Federal  courts.  The  New  Mexico  Commission  also  had 
a  hearing  on  the  throe  cont  fare.  The  burden  of  proof,  however,  under 
the  constitution  of  New  Mexico  is  on  tho  C'oinnii^ion  to  ju^.ifv  the 
»nahlem^  of  a  rate:  and  M»  \vo  awaited  tho  action  of  the  Arizona 
minion  because  wo  figured  that  case  would  automatically  settle 
tho  NYu  M  filiation,  and  tho  ^ame  way  with  Nevada;  and  it  is 

too  bad  that  Mr.  Shaikh-  not  hero  to  explain  the  situation. 

lUit.  gentlemen,  thi-     Wi-ciatinn   a*  a  body  ou^ht  to  hack   up  ti 
thre-  trying  to  make  us  afl  equal,  and   I. cannot  see  why 

my  fellow  "amigoes"  across. the  way  want  to  put  this  up  to  any  Execu- 
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rive  Committee  to  act  on.     \Yhy  cannot  the  Association  as  a  whole  act 
on  it  now  ? 

Mr.  BURR:  Mr.  Chairman,  it  was  mv  view  when  I  withdrew  my 
motion  to  table,  that  by  so  doing  these  gentlemen  might  have  the  bene- 
fit of  discussing  the  matter  with  the  Executive  Committee.  If  they 
do  not  want  to  do  that  I  am  prepared  to  vote  on  it  now  and  to  vote  no. 
That  action  of  mine  was  done  simply  to  give  them  a  fuller  opportunity 
to  discuss  it  with  the  men  on  the  Executive  Committee.  Now,  as  I 
if  they  do  not  want  to  go  there,  then  I  presume  the  Association  is 
ready  to  vote  on  it. 

If  this  kind  of  thing  is  going  to  be  brought  up  and  action  by  this 
convention  from  year  to  year  sought,  then  all  of  us  have  local  questions 
which  we  could  bring  here  and  no  doubt  will  bring  here  if  that  is 
adopted  as  a  policy. 

If  you  will  let  me  talk  on  this  motion,  about  a  local  question  in  my 
part  of  the  country,  I  might  say  that  the  Federal  Administration  has 
raised  what  was  formerly  a  two  cent  fare  to  a  four  cent  fare  between 
the  cities  of  Jacksonville,  Florida,  and  Savannah,  Georgia,  and  inter- 
mediate points,  and  Columbia,  South  Carolina.  None  of  us  in  that 
section  knows  why  that  should  be  the  case,  and  the  balance  of  that 
section  on  a  three  cent  basis. 

However,  we  considered  that  to  be  a  local  situation  in  Georgia, 
Florida  and  South  Carolina,  and  we  are  not  asking  this  Association 
to  put  forth  any  effort  to  have  that  rectified,  but  will  go  to  the  Ad- 
ministration and  to  the  Interstate  Commerce  Commission,  if  we  have 
the  right  to  entry  there ;  and  that  is  just  what  these  gentlemen  should 
do.  We  should  not  be  asked  to  endorse  something  the  merits  of  which 
have  not  been  investigated  by  us,  and  in  the  very  nature  of  things  can- 
not be  investigated  by  us ;  and  therefore,  if  these  gentlemen  insist  upon 
a  vote  on  this,  I  for  one  am  going  to  vote  against  it. 

Mr.  PELL:  At  the  request  of  Mr.  Jackson  of  Wisconsin,  I  withdrew 
my  second  to  the  motion  to  lay  the  motion  on  the  table.  I  did  it  with 
the  distinct  understanding  that  the  gentlemen  would  be  satisfied  to  go 
before  the  Executive  Committtee  with  this  question,  and  that  was  the 
impression  I  got  from  the  proceedings.  Now,  since  they  are  not  satis- 
fied to  have  this  go  'before  the  Executive  Committee,  I  will  renew 
Mr.  Burr's  motion  to  lay  this  motion  on  the  table. 

Mr.  JACKSON  :  That  is  the  understanding  that  I  had  also ;  I  am 
sorry  I  got  you  into  trouble. 

Mr.  PELL:    That  is  my  motion  now,  to  lay  it  on  the  table. 

Mr.  KINKEL  (Kansas)  :  May  we  have  the  motion  read  again,  Mr. 
President  ? 

(The  motion  was  re-read  by  President  ELMQUIST.) 

Mr.  KINKEL:  Our  Commission  in  Kansas  is  always  working  in 
harmony  with  the  States  involved,  and  who  have  suggested  this  motion. 
We  have  through  our  legal  department  always  rendered  them  every 
assistance.  We  are  in  sympathy  with  and  know  of  their  complaints  as  to 
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the  conditions  existing  now  in  their  states,  but  I  do  not  know  anything 
about  the  merits  of  this  present  motion. 

Really,  however,  there  is  a  serious  doubt  in  my  mind  as  to  whether 
these  rates  should  be  uniform  during  the  Federal  control  period  or 
any  other  control  period.  As  has  been  suggested,  we  are  supposedly 
thought  to  be  considering  questions  of  general  policy.  If  we  go  to 
taking  up  individual  complaints  from  each  state  or  set  of  states  there 
will  be  interminable  turmoil,  discussion,  doubt,  and  trouble;  and  it 
seems  to  me  therefore  that  the  motion  is  ill-advised  and  I  hope  it  will 
not  prevail. 

Mr.  JOHNSON  :  Mr.  President,  if  I  may  have  the  consent  of  my  second 
to  this  resolution,  I  wish  at  this  time  to  withdraw  the  resolution.  I  am 
doing  that  for  this  purpose:  I  feel  that  this  association  should  work 
in  harmony  with  all  the  states.  If  we  cannot  get  favorable  action 
on  this  matter  I  certainly  do  not  want  unfavorable  action.  It  might 
be  very  hard  for  me  to  explain  to  my  associates  my  bringing  a  matter 
before  this  association  if  it  was  unfavorably  acted  upon.  If  it  is  un- 
favorably acted  on,  it  is  a  matter  of  turning  us  down  absolutely.  Now 
that  might  prejudice  us  in  some  other  action  we  might  take;  and 
therefore  with  the  consent  of  my  second  I  will  withdraw  the  motion. 

Mr.  WILLIAMS:     You  have  my  consent. 

President  ELMQUIST:  The  consent  of  the  seconder  of  the  motion  be- 
injr  received,  the  resolution  is  withdrawn. 

The  next  report  is  that  of  Grade  Crossings  and  Trespassing  on 
railroads.  Hugh  H.  Williams,  of  New  Mexico,  chairman. 

Mr.  HUGH  H.WILLIAMS:  Mr.  President,  before  reading  the  report 
of  the  Committee  on  Grade  Crossings  and  Trespassing  on  Railroads, 
I  wish  to  say  that  while  the  names  of  all  the  members  of  the  Committee 
are  appended  thereto,  I  am  not  advised  as  to  whether  or  not  it  meets 
with  unanimous  approval.  To  gfet  the  report  into  the  hands  of  the 
-ecretary  within  the  time  prescribed  by  the  constitution  of  the  Asso- 
ciation, I  was  obliged  to  send  it  to  him  before  it  was  formally  approved 
by  my  colleagues.  I  submitted  copies  to  the  other  members  with  the 
request  that  they  notify  the  secretary  of  their  approval  or  disapproval, 
and  I  presume  that  this  was  done.  WThile  I  wrote  the  report,  it  I 
believe  correctly  expresses  the  views  of  the  other  members  of  the 
committee,  who  favored  me  with  suggestions  and  advice. 


REPORT  OF  COMMITTEE  ON   GRADE  CROSSINGS  AND 
TRESPASSING  ON  RAILROADS. 

To  the  Xational  Association  of  R(ii'i<\i\  an  I  I'tililics  Commission. 

Grade  crossings  and  trespassings  on  railroads  take  a  terrible  toll  of 

human  life  annually.  The  interstate  Commerce  Commission  in  its 
thirty-second  annual  report  for  the  year  ended  October  31,  1918, 
published  statistics  showing  that  9,567  persons  were  killed  and  70,970 
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injured  on  steam  railroads  in  connection  with  the  operation  of  trains, 
and  that  520  persons  were  killed  and  123,835  injured  in  non-train 
accidents  during  the  calendar  year  1917.  Exactly  how  many  people 
met  death  or  sustained  injuries  as  the  result  of  grade  crossings  acci- 
dents is  not  stated,  but  the  number  is  known  to  be  appalling,  and  it  is 
safe  to  assume  that  in  most  instances  such  accidents  could  have  been 
averted  with  the  exercise  of  ordinary  precautions.  During  the  year, 
4.243  persons  were  killed  and  3,829  injured  in  trespassing  on  railroads. 

Accident  Bulletin  Xo.  69  issued  by  the  Interstate  Commerce  Com- 
mission on  July  3,  1919,  which  gives  statistics  of  accidents  for  the 
nine  months  ending  with  September,  1917,  and  the  nine  months  ending 
with  September,  1918,  contains  the  latest  data  available  on  the  subject 
at  the  time  this  report  is  prepared.  It  shows  an  increase  in  the 
number  of  passengers  and  railway  employes  killed  in  train  and  train 
service  accidents  during  the  nine  months  of  1918  as  compared  with 
the  corresponding  period1  of  1917.  There  was  a  reduction  in  the 
number  of  trespassers  killed,  such  fatalities  having  decreased  from 
3,406  to  2,442,  and  also  a  slight  decline  in  the  number  of  persons 
other  than  employes,  passengers  and  trespassers  killed.  It  is  under- 
stood that  these  latter  accidents  occurred  chiefly  at  highway  crossings. 

This  Association  at  its  annual  convention  in  1916  adopted  a  reso- 
lution approving  the  recommendations  made  by  your  Committee  on 
Grade  Crossings  and  Trespassing  on  Railroads  in  its  report  for  that 
year  and  advocated  the  submission  to  the  legislatures  of  the  several 
states  for  passage  of  a  bill  or  bills  for  such  enactments  as  might  be 
necessary  to  put  the  recommendations  of  the  committee  into  effect, 
to  the  end  that  pending  the  separation  of  grades  which  was  regarded 
as  the  final  objective,  uniform  and  effective  protection  may  be  afforded 
at  grade  crossings  in  the  several  states. 

The  recommendations  of  this  committee  in  its  1916  report  were 
seven  in  number.  They  were  decided1  upon  at  a  conference  with  a 
special  committee  of  the  American  Railway  Association  which  was 
held  for  the  purpose  of  formulating  some  uniform  method  of  pro- 
tecting all  crossings  where  railroads  and  public  highways  intersect. 
Because  of  their  great  importance  and  the  desirability  of  carrying 
them  into  effect,  the  recommendations  referred1  to  are  herewith  repro- 
duced, as  follows: 

1.  That  every  grade  crossing  should  be  protected  by  an  approach 
warning  sign  to  be  placed  in  the  highway  at  a  distance  not  less  than 
300  feet  on  each  side  of  the  railroad  tracks,  the  sign  to  be  a  circular 
disc  not  less  than  24  inches  in  diameter  painted  white  with  a  black 
border  and  black  cross  lines  with  the  letters  "R.R."       .     .     Where 
deemed  necessary  this  approach  warning  sign  to  be  properly  lighted 
at  night. 

2.  That    the    railroad    companies    maintain,    within   the    limits    of 
their  rights  of  way,  proper  cautionary  signs  such  as  are  now  in  use 
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or  authorized  by  law,  and  where  deemed  necessary  such  sign  shall 
be  equipped  with  a  red  light  at  night. 

3.  That  all  lights  displayed  at  night  towards  the  highway  at  grade 
crossings  shall  be  red. 

4.  That  all  crossing  flagman  use  during  the  day  a  uniform  disc 
16  inches  in  diameter  painted  white  with  a  black  border  and  the  word 
STOP  painted  thereon  in  black  letters  about  5  inches  high  instead 
of  the  vari-colored  flags  which  are  now  being  used. 

6.  That  the  railroad  companies,  wherever  practicable,  be  required 
to  maintain  their  property  at  grade  crossings  free  of  all  obstructions 
to   vision;   also   that   the   highway   approaches   to   crossings   shall   be 
graded  that  the  free  passage  of  vehicles  shall  not  be  impeded. 

7.  That  the  National  Association  of  Railway  Commissioners,  the 
American  Railway  Association  and  the  American  Automobile  Asso- 
ciation, consider  the  advisability  of  agreeing  upon  whatever  legislation 
may  be  necessary  in  the  several  states  to  make  thoroughly  effective 
the  protection  of  grade  crossings ;  and  that  it  is  our  opinion  that  a 
uniform  law  requiring  vehicles  approaching  such  a  crossing  to  reduce 
speed  to  a  safe  limit  at  the  warning  approach  sign  is  advisable. 

Exhibits  were  attached  to  the  report  illustrating  the  warning  devices 
set  forth  in  paragraphs  1,  4  and  5.  Appropriate  legislations  has  been 
enacted  in  several  of  the  states  putting  into  effect  the  uniform  crossing 
protection  regulations,  but  the  majority  of  states  have  taken  no 
definite  action  in  the  matter. 

In  addition  to  the  recommendations  in  1916  which  were  endorsed 
by  the  Association,  this  committee  strongly  urges  the  adoption  of 
standard  signs  showing  the  hours  on  duty  of  crossing  watchman  and 
STOP  signs  which,  should  be  displayed  when  such  crossings  are 
left  unprotected,  similar  to  those  approved  by  the  Public  Utilities 
Commission  of  Connecticut',  as  per  diagrams  attached  hereto  and 
marked  Exhibit  No.  1.  It  is  very  important  to  the  public  using  the 
railroad  crossings  to  be  informed  as  to  the  definite  hours  during  which 
the  watchmen  are  on  duty,  and  that  dangerous  crossings  not  pro- 
tected by  a  watchman  should  be  provided  with  movable  warning 
signals  or  other  devices. 

The  Railroad  Commission  of  Wisconsin  has  found  that  a  bell  signal 
was  not  a  sufficient  warning  for  the  automobilist  and  in  protecting 
dangerous  grade  crossings  where  watchmen  were  not  on  duty  has 
ordered  the  use  of  wig-wag  signals  in  combination  with  warning 
fulls.  The  movable  signal  strikes  the  eye  at  once  and  causes  him, 
if  he  has  any  regard  at  all  for  his  safety,  to  slow  up  and1  stop  until 
the  train  passes. 

Manv  of  the  states  have  installed  the  distant  warning  signs  recom- 
mended in  paragraph  1  of  the  1916  report,  but  it  has  been  observed 
that  these  ad  irning  signs  are  being  used  by  thoughtless  hunters 

U  targets.  Some  of  the  siirns  Have  IHVII  damaged  to  such  an  extent 
that  they  mean  nothing  to  the  highway  traveler. 
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The  Commissions  in  most  states,  we  are  informed,  are  co-operating 
with  their  respective  highway  departments  in  relocating  highways  and 
eliminating  entirely  as  many  highway  crossings  as  possible. 

With  the  popularity  of  the  automobile  as  a  medium  of  locomotion 
for  business  as  well  as  pleasure  and  their  constantly  growing  use 
for  cross  country  touring,  the  hazard  of  grade  crossings  is  correspond- 
ingly increased  and  the  problem  of  reducing  accidents  at  such  cross- 
ings to  the  minimum  is  obviously  one  that  should  receive  the  earnest 
consideration  of  all  interested  parties. 

Because  of  the  greater  danger  and  consequent  increase  in  accidents 
at  grade  crossings,  there  is  a  widespread  demand  for  the  elimination 
of  such  crossings  or  the  separation  of  grades,  especially  in  populous 
communities  where  trains  pass  frequently  and  where  the  physical 
conditions  are  such  as  to  prevent  a  clear  view  of  approaching  trains. 
It  may  not  be  absolutely  necessary  to  do  away  with  all  grade  crossings, 
but  the  public  welfare  certainly  requires  that  there  should  be  some 
protective  device  at  all  dangerous  crossings  to  warn  the  unwary. 

As  was  pointed  out  by  the  committee  in  its  report  for  1916,  the 
automobile  has  revolutionized  the  travel  on  the  public  highways  and 
by  means  of  this  instrumentality  citizens  travel  from  state  to  state 
and  go  into  new  surroundings  where  they  have  no  knowledge  of  the 
presence  of  tracks  and  know  nothing  of  the  schedule  of  trains.  There- 
fore it  is  very  essential  that  uniform  warning  signs  be  employed  as  a 
protection  for  grade  crossings. 

While  of  course,  complete  avoidance  of  crossing  accidents  can  only 
be  accomplished  by  elimination  or  the  separation  of  grades  at  inter- 
sections of  railroads  and  public  highways,  yet  it  is  impracticable  at 
the  present  time  to  do  this  on  account  of  the  enormous  expense  entailed 
and  the  lack  of  funds  for  this  specific  purpose.  Under  the  circum- 
stances, during  the  process  of  elimination,  it  would  seem  advisable  to 
carry  out  the  recommendations  of  your  committee  in  1916  reference 
to  the  installation  of  uniform  crossing  signs,  supplemented  by  auto- 
matic warning  signals  at  grade  crossings  where  traffic  is  more  or  less 
continuous  and  no  flagman  or  crossing  gates  are  maintained,  and 
standard  signs  showing  the  hours  on  duty  of  crossing  watchmen.  Too 
much  stress  can  not  be  laid  upon  the  value  of  danger  signs  at  cross- 
ings. Every  crossing  should1  be  plainly  marked  if  it  is  only  to  be 
the  familiar  crossed  arms  and  the  injunction  to  "Look  out  for  the 
Cars." 

Within  recent  years  considerable  attention  has  been  given  to  swing- 
ing or  oscillating  signals  as  a  means  of  protecting  crossings,  which 
display  a  red  banner  or  disc  by  day  and  red  light  by  night,  thus 
conveying  the  universally  recognized  d&nger  signal.  These  automatic 
flagmen,  as  they  are  sometimes  called,  can  be  equipped  with  bell 
alarms  which  begin  ringing  when  an  approaching  train  starts  the  visual 
signal  in  motion  and  keep  it  up  until  the  danger  is  past.  A  great  many 
cities  and  towns  have  automatic  devices  of  this  kind  as  a  protection 
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of  grade  crossings  and  they  have  proved  satisfactory  in  most  instances. 

It  is  contended  by  the  advocates  of  the  automatic  flagmen  that  it  is 
not  only  necessary  to  let  people  know  they  are  approaching  a  railroad 
crossing  but  what  is  more  important  is  to  tell  them  when  a  train  is 
coming.  However,  as  long  as  grade  crossings  exist,  there  will  be 
accidents  at  such  places  in  spite  of  every  precautionary  measure  on 
the  part  of  the  railroad  management,  the  state  commissions  or  the 
local  authorities.  Fool-hardy  motorists  and  drivers  of  horse-drawn 
vehicles  will  go  across  the  tracks  even  when  an  approaching  train  is 
plainly  visible  and  as  so  often  happens  will  miscalculate  the  speed 
of  the  train  with  disastrous  results. 

Force  stop  rises  or  humps  in  the  road  or  a  pile  of  rocks  in  the 
center  of  the  highway  calling  attention  to  the  proximity  o^a  grade 
crossing  undoubtedly  do  a  good  job  of  abruptly  checking  the  speed  of 
an  automobile  bowling  along  toward  the  crossing  at  a  lively  clip,  but 
they  are  at  best  crude  devices  and  temporary  expedients.  It  is  ques- 
tionable whether  they  are  more  of  a  menace  than  an  aid  to  safety. 
Although  they  may  be  life-savers,  as  they  were  intended  to  be,  never- 
theless they  are  not  infrequently  provocative  of  wrath  and  profanity, 
and  when  a  man  gets  swearing  mad  he  generally  throws  caution  to  the 
winds  and  becomes  careless  of  consequences. 

The  carriers  in  the  opinion  of  this  committee  should  spare  no  pains 
in  making  their  crossings  safe  and  at  crossings  in  cuts  there  should 
be  dugouts  or  yards  to  provide  an  avenue  of  escape  in  the  event  of 
an  impending  collision.  It  might  be  well  to  have  all  crossings  at 
right  angles  where  possible  as  a  further  means  of  safety  to  give  a 
motorist  or  driver  an  opportunity  of  getting  out  of  a  tight  place 
should  such  an  emergency  arise. 

Some  of  the  states  already  have  laws  providing  for  the  prorating 
of  expenses  incurred  in  the  elimination  of  grade  crossings,  for  the 
removal  of  the  old  crossing  and  the  establishment  of  a  new  roadway. 
The  commissions  .of  most  states  probably  can  apportion  the  expense 
between  the  railroad  companies  and  the  public  when  grade  crossings 
are  ordered  eliminated  or  separated.  The  Public  Service  Commission 
of  Pennsylvania,  acting  upon  complaints  of  the  state  highway  depart- 
ment of  Pennsylvania,  recently  ordered  the  abolition  of  six  highway 
irrade  crossings  in  various  parts  of  the  commonwealth.  In  < 
instance  the  commission  apportioned  the  expense  incident  thereto  to 
be  borne  respectively  by  the  county,  the  state,  the  township  and  the 
railroad  company.  The  New  York  State  Public  Service  C'ommi- 
Kirst  District,  asked  the  legislature  of  the  state  at  the  session  of  the 
nibly  this  year  for  an  appropriation  with  which  to  defray  part 
Of  the  expense  in  abolishing  dangerous  -ra.lr  crossings  on  the  Long 
Nand  Railroad  between  I;a-t  \e\\-  York  and  Jamaica,  a  distance 

•tir  miles.     <  hi  this  section  of  the  road  there  are  or  were  21  ir 
crossings   and    trains    ; -ass    frequently.      The    commission    desired    to 
authorize  the  expenditure  of  $1,000.000   for  this  purpose,  of   which 
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one-fourth  should  come  from  the  state  treasury,  one-fourth  from  the 
city  of  New  York  and  the  remainder  from  the  railroad  company. 

Railroad  companies  were  relieved  from  complying  with  orders  of 
state  commissions  for  the  elimination  of  grade  crossings  and  the  con- 
struction of  crossing  improvements  during  the  war  in  most  'instances 
where  such  construction  was  not  necessary  for  the  protection  and 
development  of  transportation  facilities  to  meet  the  needs  of  the 
country's  business  under  war  conditions.  This  was  done  even  in  cases 
where  the  non-completion  of  the  work  before  the  war  period  was  due 
to  neglect  on  the  part  of  the  railroad  company. 

Probably  the  most  pretentious  program  for  the  separation  of  grade 
crossings  this  year  is  being  carried  out  in  the  city  of  Indianapolis  in 
connection  with  the  construction  of  new  terminal  facilities.  Every 
grade  crossing  in  the  city  will  be  eliminated,  including  those  of  inter- 
urban  railways.  Elevated  tracks  will  be  used. 

L'nder  the  caption  of  "Highways  and  Railways,"  the  Railway  Age 
in  its  issue  of  June  27,  1919,  contained  an  editorial  in  reference  to 
the  increasing  density  and  speed  of  highway  travel  and  the  justice 
of  having  the  public  bearing  a  portion  of  the  expense  in  connection 
with  the  elimination  or  protection  of  grade  crossings.  The  article  is 
important  as  reflecting  the  railroad  point  of  view  and  is  here  quoted 
as  a  matter  of  information : 

"The  last  decade  has  seen  a  marked  increase  in  the  use  of  motor 
vehicles  for  passenger  and  freight  traffic  on  public  highways  with 
promise  of  even  greater  development  in  the  near  future.  The  result- 
ing density  and  speed  of  highway  travel  have  led  to  radical  changes 
in  the  physical  requirements  of  the  public  roads.  Where  steep  grades 
and  sharp  curvature  were  formerly  objected  to  as  sources  of  discom- 
fort, they  are  now  considered  positive  obstructions  to  traffic  and  on  all 
important  routes  of  travel  the  demand  for  improvements  in  grade  and 
alignment  are  most  insistent.  This  condition  has  become  manifest 
to  railway  men  whenever  a  grade  crossing  elimination  problem  brings 
railway  men  and  highway  officers  together.  Flat  skew  bridges  are 
now  often  demanded  when  detoured  square  crossings  would  formerly 
have  sufficed  and  long  approach  grades  are  now  specified  where  short 
dips  would  have  served  in  the  past.  This  condition  has  an  important 
bearing  on  the  distribution  of  the  cost  of  such  work.  It  has  been 
recognized  for  no  little  time  that  the  public,  as  sponsor  for-  the  high- 
way, should  bear  a  fair  share  of  the  expense,  but  now  that  these  costs 
are  tending  to  increase  rapidly  because  of  the  refinements  in  highway 
design,  it  is  but  justice  that  the  increased  costs  should  be  borne  by 
the  public  which  benefits  by  the  improvements." 

Trespassing  on  Railroads. 

Practically  every  state  in  the  Union  has  a  law  or  laws  desisted  to 
prevent  trespassing  on  railroads  and  providing  penalties  for  violation. 
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However,  judging  from  the  large  number  of  trespassing  accidents 
occurring  annually,  it  would  appear  that  these  statutes  are  not  strictly 
enforced.  It  is  out  of  the  question  to  expect  the  railroad  companies 
to  police  their  entire  rights  of  way  to  guard  against  trespassing, 
although  they  do  have  special  officers  for  this  purpose  in  most  cities 
and  towns,  acting  in  conjunction  with  the  regular  police  authorities. 
Every  effort  should  be  made  to  co-operate  with  the  railroad  companies 
in  suppressing  the  trespassing  evil  and  curtailing  the  casualties  result- 
ing therefrom. 

The  Interstate  Commerce  Commission  in  its  annual  report  for  1917 
renewed  its  recommendation  previously  made  to  the  effect  that  Con- 
gress consider  the  advisability  of  prohibiting  by  statute,  under  appro- 
priate penalty,  trespasses  on  the  trains  of  interstate  carriers  and  on 
the  tracks  of  such  carriers  at  places  where  there  are  two  or  more 
tracks,  or  within  the  limits  of  incorporated  towns,  or  at  places  where 
the  carrier  by  appropriate  sign  or  warning  gives  notice  that  tres- 
passing on  its  tracks  is  prohibited,  providing  that  nothing  therein  is 
to  be  considered  as  making  lawful  any  trespass  which  would  be  unlaw- 
ful under  state  laws;  and  further  consider  the  advisability  of  con- 
ferring concurrent  jurisdiction  upon  federal  and  state  courts  for  the 
enforcement  of  such  statute. 

The  gratifying  reduction  in  the  number  of  trespassing  accidents  in 
1918,  as  indicated  by  accident  bulletins  of  the  Interstate  Commerce 
Commission,  was  due  in  large  measure  indirectly  to  the  war,  or  in 
other  words  to  a  general  nation-wide  enforcement  of  the  "work  or 
fight"  rule.  The  genus  hobo  who  is  usually  the  victim  of  such  acci- 
dents was  rounded  up  and  either  put  to  fighting  or  working  for  his 
country  in  some  gainful  occupation.  With  employment  for  every 
able-bodied  man  at  good  wages  and  the  enactment  of  such  a  law  as 
the  Interstate  Commerce  Commission  recommends,  coupled  with  a 
strict  enforcement  of  state  trespass  laws  and  city  vagrancy  ordinances, 
the  problem  of  trespassing  on  railroads  would  soon  disappear. 

In  the  year  1915,  the  Committee  on  Grade  Crossings  and  Trespass- 
ing on  Railroads  presented  a  compendium  of  laws  relating-  to  grade 
crossings  in  effect  at  that  time,  which  was  supplemented  by  the  report 
of  the  committee  appointed  in  1917.  The  1916  committee  devoted  its 
time  particularly  toward  constructive  and  co-operative  action  by  this 
Association  and  the  railroad  companies  to  the  end  that  uniform  pro- 
tection of  grade  crossings  might  be  brought  about.  The  committee 
in  1917.  in  addition  to  compiling  data  as  to  the  laws  and  activities  of 
the  several  states  and  their  commissions  in  regard  to  grade  crossing. 
directed  its  attention  mainly  to  the  elimination  of  such  crossings  and 
trespassing.  As  these  matters  have  been  treated  exhaustively  and 
intelligently  by  previous  committees,  we  see  no  necessity  for  going 
into  further  detail  or  making  any  additional  recommendations  c\ 
as  to  standard  signs  showing  the  hours  on  duty  of  crossing  watchmen 
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and  movable  warning  signs  to  be  displayed  when  dangerous  crossing 
are  not  protected  by  watchmen  or  crossing  gates. 

Xo  report  was  made  by  the  committees  in  1918,  presumably  on 
account  of  the  principal  carriers  being  then,  as  now,  under  Federal 
control. 

Respectfully  submitted, 

HUGH  H.  WILLIAMS 
CHARLES   C.   ELWELL 
GEORGE  E.  ERB 
WILLIAM   R.  WARNER 
HENRY  R.  TRUM BOWER 
S.  RAY   CHANDLER 
JAMES  CANSLER 


EXHIBIT  NO.    1    RAILROAD   CROSSING  PROTECTION. 


Owing  to  the  FATAL  accidents  at  grade  crossings,  especially  since  the 
increased  use  of  automobiles,  the  Public  Utilities  Commission  made  an  inves- 
tigation with  a  view  to  adopting  such  methods  as  would  more  adequately 
safeguard  the  public. 

At  a  joint  conference  with  a  Committee  of  National  Association  of  Rail- 
road Commissioners  it  was  decided  to  procure  as  far  as  possible,  uniform 
legislation  in  several  states,  establishing  a  standard  system  of  signs  and  sig- 
nals for  the  prevention  of  accidents  at  grade  crossings,  and  a  tentative  draft 
of  proposed  legislation  was  sent  to  all  state  commissions. 

Our  Commission  presented  such  proposed  legislation  to  the  General  Assembly 
of  1917,  resulting  in  the  passage  of  Chapter  373  of  the  Public  Acts  of  1917, 
being  substantially  similar  to  legislation  adopted  by  most  of  the  other  states. 

In  addition  to  the  signs  specified  in  said  act,  authority  was  given  to  the  Pub- 
lic Utilities  Commission  to  prescribe  for  each  crossing  such  system  and  arrang- 
ment  of  signs  and  signals  as  public  safety  reasonably  requires.  The  Commis- 
sion made  a  survey  of  all  grade  crossings  in  the  State,  designating  the  partic- 
ular requirements  for  each  and  adopting  the  signs  and  signals  appearing  on  the 
accompanying  diagram. 

PUBLIC  UTILITIES  COMMISSION 
February,  1918.  State  of  Connecticut. 


Mr.  WILLIAMS:  In  this  connection  as  supplemental  to  the  report 
I  might  add  that  the  enactment  of  a  Federal  law  requiring  drivers  and 
occupants  of  automobiles  to  stop,  look  and  listen  before  attempting 
to  pass  over  a  railroad  crossing  was  recommended  by  the  safety 
officers  of  the  Federally  controlled  lines  in  the  Central  Western  Region 
at  their  meeting  in  Denver  last  month. 
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The  statement  was  made  by  Regional  Supervisor  Adams  that  gross 
carelessness  was  the  primary  cause  of  many  grade  crossing  accidents, 
and  he  expressed  the  opinion  that  to  prevent  such  accidents  regu- 
latory legislation  with  appropriate  penalties  seemed  necessary-.  They 
accordingly  adopted  resolutions  to  that  effect. 

It  appears  that  during  the  first  six  months  of  1919,  18  people  were 
killed,  81  were  injured  and  233  automobiles  were  damaged  or  de- 
stroyed in  grade  crossing  accidents,  according  to  Mr.  R.  J.  Clancy 
of  the  Southern  Pacific.  In  an  article  in  the  September  Bulletin 
issued  by  the  Southern  Pacific  System,  he  states  that  of  the  233 
automobiles  figuring  in  grade  crossing  accidents,  30  were  stalled  on 
the  crossing  and  were  struck  by  the  train ;  111  attempted  to  cross 
directly  in  front  of  or  were  struck  by  trains;  59  ran  into  trains;  1 
skidded  into  a  train ;  19  ran  into  and  broke  down  crossing  gates  low- 
ered to  protect  them  from  passing  trains ;  3  ran  into  and  injured 
crossing  flagmen ;  4  ran  into  cattle  guards  or  crossing-  signs,  and  6 
ran  over  end  of  track  or  were  not  sufficiently  in  the  clear. 

Mr.  President  and  fellow  members  of  the  association,  I  move  that 
the  report  be  received  and  filed. 

President  ELMQUIST:  Gentlemen,  you  have  heard  the  motion  that 
the  report  be  received  and  filed.  Is  there  any  discussion  upon  the  report? 

Mr.  SHAW:     Mr.  Chairman,  what  was  the  motion? 

President  ELMQUIST  :  That  the  report  be  received  and  filed.  Before 
we  dispose  of  this  motion  is  there  a  discussion  upon  the  report;  or 
motion  ? 

Secretary  WALKER:  Mr.  President,  I  took  a  great  deal  of  interest 
in  this  report  because  I  served  for  two  years  on  the  committee  on 
Grade  Crossings  and  Trespassing  on  Railroads.  For  the  information 
of  the  convention  I  would  like  to  say  that  the  movement  inaugurated 
by  this  Association  in  favor  of  the  approach  warning  signs  in  the 
highways  is  spreading  all  over  the  country.  Progress  has  been  a  little 
sl«>\v  but  I  think  there  are  fully  15  states  which  have  already  adopted 
the  recommendation  of  this  association  for  the  erection  of  those  ap- 
proach warning  signs  in  the  highways  on  each  side  of  every  grade 
crossing. 

The  state  of  New  York,  after  two  legislatures  had  failed  to  pass 
a  bill,  at  the  last  session  did  put  through  a  bill,  and  the  railroads  in 
Xew  York  State  are  now  getting  ready  to  furnish  the  sieris  which 
will  be  installed  by  the  public  authorities  by  the  first  of  July.  1Q20. 
I  have  not  my  data  all  up  to  date,  but  I  understand  there  are  three 
or  four  <>t'ier  "tntes  that  either  did  pass  a  similar  bill  last  winter  or 
that  the  commissions  in  those  states  have  taken  action  looking  to  the 
same  end.  } 

For    instance,    in    Pennsylvania    I    was    informed    h\    Mr.    Dohonv. 
connected    with    the    Pennsylvania    Commission,    that    thev   had    made 
arraneements  with  the  railroads  for  the  establishment  of  these  appr< 
warning  si^ns. 
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Of  course  the  question  of  uniformity  in  those  signs  is  the  big  idea, 
because  after  every  state  shall  have  acted,  the  warning  signals  that  the 
railroads  erect  will  be  the  same  in  every  state  in  the  Union,  so  that 
the  automobile  driver  from  California  coming  to  New  York  will  find 
exactly  the  same  kind  of  a  sign  warning  him  of  the  proximity  of  a 
railroad  as  he  would  find  in  his  own  state. 

I  just  wanted  to  report  on  that  phase  of  the  matter,  although  Mr. 
\Yilliams  has  covered  it  in  the  report  he  has  just  read. 

President  ELMQUIST:  Any  further  discussion  on  this  report,  gentle- 
men? If  not,  are  you  ready  for  the  question? 

(The  question  was  called  for  and  the  motion  adopted  by  a  viva 
voce  vote.) 

President  ELMQUIST:  We  have  a  representative  of  the  Star  present 
with  an  expert  photographer.  The  paper  has  indicated  its  desire  to  have 
the  representatives  from  Florida,  New  Mexico,  Washington,  Massa- 
chusetts and  Wisconsin  retire  to  the  roof  garden  to  have  a  picture 
taken.  Xow  just  what  evil  spirit  suggested  the  combination  of  those 
states  for  a  picture  I  cannot  say ;  but  at  any  rate  it  is  going  to  make 
a  mighty  good  photograph.  (Laughter  and  applause.) 

Mr.  WILLIAMS:     What  were  the  names  of  those  states? 

President  ELMQUIST:  Florida,  New  Mexico,  Washington,  Massa- 
chusetts and  Wisconsin. 

Mr.  WILLIAMS:  WTell,  they  are  not  all  Democratic.  (Renewed 
laughter.) 

President  ELMQUIST:  They  are  ready  for  the  picture  now.  It 
will  not  take  more  than  three  or  four  minutes  of  you  gentlemen  will 
retire,  and  meanwhile  we  will  proceed  with  another  matter. 

Mr.  CHARLES  WEBSTER  (Iowa)  :  Mr.  President,  this  report  has 
been  most  interesting,  and  personally  I  would  be  glad  to  listen  to  all 
of  these  reports,  but  inasmuch  as  they  are  printed,  would  it  not  be 
better  to  act  upon  the  suggestion  of  the  Executive  Committee  and 
have  them  briefed  orally? 

President  ELMQUIST:    That  is  the  suggestion  which  has  been  made, 
and  of  course  those  who  are  in  a  position  to  do  that  might  bear  the 
estion  in  mind. 

The  next  report  is  that  of  Safety  of  Railroad  Operation. 

Secretary  WALKER:  Mr.  President,  that  report  was  prepared  by 
Chairman  McChord.  He  is  not  able  to  be  here.  He  has,  however, 
notified  me.  that  mimeograph  copies  of  it  are  on  the  way.  T  suggest, 
therefore,  until  they  arrive  that  we  postpone  consideration  of  this 
report 

President  ELMQUIST:    That  will  be  done. 

is  the  report   of  the  Committee  on   Safety  of  Operation  of 
Public   Utilities   Companies      Any   report? 
•etary  WALKER:     No  rei 
i'lcnt   KLMQUIST:     That   will   be  pn- 
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Next.  Railroad  Service.  Accommodations  and  Claims.  That  will 
be  passed. 

Service  of   Public   Utility   Companies.      Passed. 

Railroad   Rates. 

Secretary  WALKER:  Mr.  President,  on  the  first  of  September  1 
wrote  to  Mr.  P>ean.  of  Missouri,  chairman  of  this  committee,  and 
asked  him  about  this  report.  About  the  20th  of  the  month  I  received 
a  letter  from  Mr.  Bean  stating  that  he  had)  been  very  ill  and  had 
been  unable  to  call  the  committee  together  and  unable  to  prepare  a 
report ;  and  asking  me  to  take  it  up  with  the  next  ranking  member  of 
the  committee.  The  next  ranking  member  was  Mr.  Clark  of  the  Inter- 
state Commerce  Commission,  and  I  wrote  him  a  letter  setting  forth 
the  situation  and  received  a  reply  from  him  stating  the  subject  was 
so  important  and  the  time  was  so  short  between  that  time  and  the 
date  of  the  meeting  o-f  the  convention  that  he  would  not  undertake  to 
prepare  a  report. 

As  that  word  reached  me  about  the  first  of  October  and  the  con- 
vention was  so  near,  I  did  not  bring  it  to  the  attention  of  any  other 
member  of  the  committee.  If  there  is  any  member  of  the  committee 
here  I  should  like  to  have  him  give  the  convention  his  ideas  on  what 
should  be  done. 

Chairman  ELMQUIST:  The  subject  of  railroad  rates  is  very  im- 
portant, gentlemen.  Has  any  other  member  of  the  convention  any- 
thing to  offer  with  respect  to  this  subject?  If  not  it  will  be  passed 
at  this  time. 

Next  is  Public  Utilities  Rates,  Mr.  Worth  en  of  New  Hampshire, 
chairman. 

(The  report  was  presented  by  Chairman  T.  W.  D.  Worthen,  of 
New  Hampshire.) 


REPORT  OF  THE  COMMITTEE  ON  PUBLIC  UTILITY 

RATES. 

To  the  National  Association  of  Railway  and  Utilities  Commissioners: 

The  first  two  reports  of  this  committee,  presented  at  the  annual 
conventions  in  1916  and  1917,  taken  together  contain  an  extended 
discussion  of  the  fundamental  principles  of  rate  theory,  the  bases  of 
rates,  and  the  forms  of  rate  schedules  adaptable  to  the  varied  con- 
ditions of  the  different  classes  of  utilities.  In  these  reports  the 
principal  types  of  rate  schedules  are  explained  and  illustrated  with 
applications  to  concrete  cases  in  each  of  the  classes  of  utilities,  and 
examples  of  investigations  of  typical  cases  by  state  commissions  are 
presented,  and  the  more  important  ideas  and  practices  connected  with 
rate  making  are  carefully  considered. 


AXD    UTILITIES    COMMISSIONERS.  65 

The  report  of  this  committee  in  1918  was  a  brief  resume  of  war 
time  rate  conditions  in  the  several  classes  of  utilities  with  suggestions 
as  to  improvement  along  some  of  the  more  important  lines. 

The  present  report  continues  the  consideration  of  rate  questions 
under  war  conditions,  which  show  some  slight  symptoms  of  a  return 
towards  the  pre-war  conditions. 

Many  increases  in  rates  have  been  found  necessary  and  have  been 
allowed  as  emergency  rates,  sometimes  with  the  condition  that  the 
increases  should  be  dropped  at  the  end  of  six  months  or  some  definite 
period  after  the  close  of  the  war,  instead  of  as  soon  as  changed  con- 
ditions should  require  or  warrant  any  changes. 

There  has  been  a  feeling  on  the  part  of  some  utilities  that  they 
should  share  in  the  prevalent  high  prices  and  profits,  but  commissions 
generally  feel  that  frequent  and  extreme  changes  in  rates  are  not 
desirable  but  that  a  distribution  of  the  extra  burden  over  a  longer 
period  is  to  be  preferred.  It  would  seem  to  be  desirable  to  have  some 
prices  on  a  moderate  scale,  but  in  attempting  to  avoid  high  prices 
great  care  must  be  taken  by  commissions  lest  prices  be  kept  so  low  as  :;o 
cripple  the  utilities  and  prevent  the  greatest  efficiency  in  serving  the 
public. 

There  has  been  little  general  progress  in  improving  the  types  of 
rate  schedules  in  use.  The  increase  of  utility  rates  in  itself  occasions 
friction  or  dissatisfaction,  although  it  would  seem  to  be  natural  and 
inevitable  that  utility  rates  should  be  increased  when  all  other  prices 
are  increased,  and  it  has  not  generally  been  deemed  wise  to  change  the 
form  of  rate  schedule  which  in  itself  is  likely  to  occasion  some  friction 
and  thus  risk  an  undesirable  combination.  It  seems  a  logical  pro- 
cedure when  more  revenue  is  needed  to  adjust  the  burden  a^  equitably 
as  possible  in  the  first  instance  so  that  it  shall  be  properly  shared  in- 
stead of  making  a  percentage  or  arbitrary  flat  increase,  thus  increasing 
existing  inequalities  and  discriminations. 

Students  of  rates  generally  agree  that  some  form  of  demand  or 
service  charge  with  a  meter  system  is  the  fairest  type  of  schedule,  but 
in  many  communities  a  considerable  number  of  people  object  to  pay- 
ing a  service  charge  and  feel  that  it  is  right  and  proper  to  have  a 
meter  installed  on  their  premises  for  their  exclusive  use,  and  other 
investment  and  expenses  incurred  in  care  and  reading  of  meters,  etc., 
and  to  make  no  payment  whatever  except  when  the.  meter  is  in  active 
use.  The  comparison  is  made  between  the  scales  of  the  grocer  and  the 
meter  of  the  utility,  and  they  are  classed  together,  notwithstanding  the 
fact  that  the  grocer  does  not  furnish  scales  for  the  exclusive  use  of  each 
>mer.  Some  pro^re^  i>  l>eiii£  made  in  the  elementary  education  of 
the  public  alotiL:  these  line<.  but  ^>edal  efforts  are  necessary  for  a 
fair  general  understanding  of  rate  principles  and  equity. 

ELECTRIC  RATES 

Tl  l>een   a   well   niph    iiniver-al    increase   in   n..wer   rate- 

these  rates  in  all  ca^es  of  large  consumption  were  made  with  a  small 
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margin  of  profit,  and  a  large  increase  in  cost  changed  the  profit  to  loss. 
The  unfairness  of  long  period  contracts  has  often  been  demonstrated. 
Theoretically  a  25  per  cent  increase  in  cost  might  seem  to  justify  a  25 
per  cent  increase  in  the  rate  schedules  for  all  classes  of  service,  but 
such  has  not  been  the  general  practice.  A  25  per  cent  increase  in  cost 
might  raise  the  average  cost  per  kw.  h.  from  1  cent  to  1*4  cents  per 
k\v.  h..  which  might  justify  an  increase  in  the  selling  price  from  l*/2 
cents  to  \Y^  cents  or  l^s  cents  per  kw.  h.  for  power,  but  it  would  not 
generally  be  regarded  as  justifying  an  increase  from  16  cents  to  20 
cents  per  kw.  h.  for  lighting.  As  the  actual  increase  in  cost  has  been 
less  than  1  cent  per  kw.  h.  in  water  produced  electricity  in  many  cases, 
many  lighting  rates  have  remained  unchanged.  There  has  been  a 
general  tendency  to  eliminate  special  contracts  by  adjusting  block 
meter  schedules  so  as  to  secure  any  desired  average  rate  for  any 
required  amount  of  consumption. 

The  Oregon  Commission  has,  for  some  time,  used  a  rate  schedule 
which  it  designates  as  the  "Oregon  Form,"  of  which  it  says.  "This 
form  is  of  especial  advantage  to  a  commission  because  of  its  great 
flexibility  in  the  substitution  of  a  single  rate  in  lieu  of  several  existing 
rates.  It  is  a  combination  block  Wright  demand  and  block  meter  rate 
expressed  in  a  relatively  simple  manner.  The  unit  charges  involving 
the  demand  feature  in  the  primary  rate  are  reduced  for  increasing 
demands,  and  there  is  a  corresponding  reduction  for  increasing  quan- 
tities in  the  secondary  rate.  The  consumer  having  a  very  poor  load 
factor  pays  a  high  rate  for  his  demand,  but  only  for  the  time  it  is  in  use. 
For  most  utilities  a  single  lighting  and  a  single  power  rate  are 
sufficient.  If  energy  for  cooking  is  to  be  supplied  through  the  same 
meter  as  residential  lighting,  a  different  and  lo'wer  secondary  rate  for 
this  combined  service  than  for  commercial  lighting  is  needed."  A 
characteristic  schedule  of  this  form  is  as  follows: 

LIGHTING  RATES 

Primary  Rate. 

Applies  only  to  first   50  hours  use  per  month  per  kilowatt  of 
consumers  active  load. 

First  6  kilowatt  hours  or  less 75c. 

All  over  6   kilowatt  hours 5c.  per  kw.  h. 

Secondary  Rate: 

Applies  only  to  consumption  in  excess  of  first  50  Jew.  h.  use 
per  month  per  kw.  of  active  load. 

First  50  kilowatt  hours  per  month 3c.  per  kw.  h. 

All  over   50  kilowatt   hours  per  month 2c.  per  kw.  h. 

The  demand  feature  enablest  every  customer  to  get  the  secondary 
rate  after  50  hours  use  of  his  active  demand.  The  straight  Wright 
demand  rate  has  the  exceedingly  satisfactory  feature  that  every  con- 
sumer gets  the  same  rate  for  the  same  hours  use  of  his  demand. 
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POWER  RATE 
Primary  Rate: 

Applies  only  to  first  50  hours  use  per  month  per  horsepower 
of  (output)  demand,  or  first  60  hour  use  per  month  per 
kilowatt  of  (input)  demand. 

First  100  kilowatt  hours  or  less 4c.  per  kw   h. 

Next  400  "      "    "    3c.  per  kw'.  h. 

Next  4500  2c.  per  kw.  h. 

All  over  5000  kilowatt  hours  or  less  l^c.  per  kw  h. 

Secondary  Rate: 

Applies  only  to  consumption  in  excess  of  that  under  primary  rate 

First   1000  kilowatt  hours -l^c  per  kw.   h. 

Next  4000  lc.  per  kw.  h. 

All  over  5000  ftc.  per  kw.  h. 

Minimum  Charge: 

$1  for  first  1  horsepower  of  demand. 
75c.  each  for  next  9  horsepower  of  demand. 
50c.  each  for  all  over  10  horsepower  of  demand. 
No  minimum  for  polyphase  service  shall  be  less  than  $1.50  per 
month. 

The  primary  limit  specified  .above,  is  intended  to  cover  the  peak 
period.  It  may  be  varied,  however,  to  suit  local  conditions  as  when 
the  rate  is  being  designed  and  the  possible  variations  in  the  unit  cost 
per  kilowatt  hour  for  each  block,  and  in  the  block  limits  of  both 
secondary  and  primary  do  not  permit  the  flexibility  desired. 

A  scheme  of  demand  ratings  used  by  the  same  Commission  is  de- 
scribed as  follows: 

"The  combined  rated  capacity  of  all  motors  (except  elevator  motors) 
will  be  taken  and  the  following  percentages  thereof  considered  as 
the  demand : 

, 

Installation  of 

1  Motor  2  to  5  Motors  °™£ 

First   5  kw.  nf  total  rated  capacity                   95%  90%    '  85% 

Next    5   kw.   of    total    rated    rapacity              75  70%  65% 

Excess  over  10  kw.  total  rated  rapacity  65%  60%  55% 
In  no  case,  however,  shall  the  average 

percentage  he  less  than                                       75%  70%  65% 

Any    motor    or    motOffl   having   a    rated    capacity   less  than    10%   of 

that  total  installation  shall  not  In-  considered  as  increasing  the 
number  of  motors  as  applied  under  the  above  cla-sjtu-at  ion.  Two  or 
more  mjntors  having  an  itC  rated  capacity  of  10%  )of  the 

dlation  shall  be  considered  as  one  motor. 
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Elevator  motors :  All  sizes,  70%  of  the  rated  normal  running 
capacity. 

Nil  demand  to  be  established  at  less  than  750  watts. 

Measured  Demand.  Any  installation  in  excess  of  20  kw.  aggregate 
rated  capacity,  or  any  special  or  unusual  use  of  energy,  may  be 
measured  at  the  option  of  the  consumer  or  the  company.  All  in 
excess  of  100  kw.  shall  be  measured.  (N.  E.  L.  A.  Rate  Book,  1919 
p.  257.) 

The  coal  clause  has  been  very  generally  applied  in  power  rates, 
where  the  electricity  is  generated  by  steam,  and  in  some  cases  with 
little  or  no  steam  production.  Surcharges  have  been  adopted  in  some 
cases  as  a  war  measure  with  the  promise  to  remove  at  the  close  of  the 
war. 

GAS   RATES 

Increases  in  the  prices  of  coal  and  water  gas  have  been  universal. 
The  large  increase  in  the  price  of  coal  and  oil  threatened  the  gas 
companies  with  deficits  at  once,  and  the  steady  increases  in  the  price 
of  labor  and  all  materials  and  supplies  compelled  an  early  increase  in 
the  price  of.  gas.  These  were  called  war  emergency  rates,  and  gas 
companies  were  required  to  make  monthly  reports,  and  the  rates  were 
subject  to  revision  without  delay  whenever  the  condition  should  war- 
rant. It  was  expected  that  the  early  spring  or  summer  of  1919  would 
show  a  return  to  normal  prices,  which  would  be  somewhat  between 
the  peak  prices  and  the  pre-war  prices.  The  continuation  of  the  high 
prices  has  been  a  source  of  discouragement,  and  some  are  so  despair- 
ing as  to  look  upon  present  conditions  as  likely  to  be  subject  to 
slight  changes  for  a  long  time. 

Gas  rates  in  many  localities  were  not  increased  in  proportion  to  the 
increase  in  cost,  with  the  hope  that  cost  might  decrease  before  serious 
losses  would  be  incurred,  but  the  hold  up  of  high  prices  has  been  and 
is  a  great  disappointment,  and  in  some  cases  further  increases  are  just 
now  deemed  to  be  absolutely  necessary  to  maintain  a  reasonable  ser- 
vice. With  the  increase  in  revenue  required  some  attempts  were  made 
to  secure  a  more  equitable  distribution  of  the  burden  of  maintaining 
a  gas  service  among  the  consumers.  In  New  Hampshire  some  com- 
panies filed  a  modern  schedule  consisting  of  a  service  charge  and  a 
block  meter  rate,  and  the  commission  suggested  that  all  gas  companies 
in  the  state  file  that  type  of  schedule.  This  was  done  and  there  is  at 
present  only  one  type  of  gas  schedule  in  use  in  that  state.  Considerable 
opposition  appeared,  and  there  was  wide  discussion  of  the  subject, 
but  the  rates  have  been  in  use  for  about  one  year  and  no  serious  fric- 
tion is  reported  at  present.  The  service  charge  adopted  is  of  the 
consumer  class  and  uniform  for  the  state.  The  block  meter  rate  is 
adjusted  to  local  conditions,  for  example : 
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SERVICE   CHARGE 

Per  Meter 
per   Month. 

2,   3,  and   5   light   meters $025 

10  light  meters  30 

20       "  35 

30       "         "        40 

45      "        "        50 

50      "  55 

60      "  60 

80      "  75 

100      "        "  .80 

150      "  1-10 

200      "        "        1.40 

250      "        "  1-70 


METER    RATES 

Gross  Net 

Next  10,000  cu.   ft.   per  month $1.20  $1.10  per  M  cuft. 

Next  20.000                           "      1.10  1.00  per  M  cuft. 

Next  20.000.      "                         1.00  .90  per  M  cuft. 

Excess  of  50.000  cu  ft.  per  month 90  .80  per  M  cuft. 


NATURAL   GAS 

The  question  has  been  raised  whether  the  conservation  of  natural 
gas  is  not  of  primary  importance,  and  the  suggestion  has  been  made 
that  a  block  meter  rate  be  used  but  that  the  prices  for  the  blocks  after 
the  first  be  on  an  ascending  scale  instead  of  the  usual  descending,  scale 
in  order  to  discourage  a  large  consumption. 

WATER  RATES 

me  increases  have  been  necessary  in  water  rates,  especially  where 
a  pumping  system  is  necessary.  \\ 'later  rates  are  in  a  hopelessly  chaotic 
condition  due  to  the  endless  variety  of  bases,  forms,  and  varieties  of 
schedules.  Theoretically  the  demand  or  service  charge  with  a  block 
meter  rate  is  a  very  satisfactory  form  of  ^chedule.  The  most  common 
method  of  determining  the  demand  is  by  the  size  of  the  meter  and  ser- 

pipe.  but  in  a  case  now  under  consideration  by  a  member  of  this 

committee    the    monthly    amounts    actually    used    with    -Vj  inch    meters 

varied   from  0  to  over   100.000  gallons,  a   large  number  using  less  than 

1.000  gallons  per  month.     In  this  ,  -isfactorv  basis  for  a  demand 

charge  has  not   vet  been  determined.     The  schedule  now  in  use  is  based 

on  fixtures  with  a  room  modi  heat  ion   for  hotels  and  restaurants,  with 

hetne  of  allowances   for  minimum  rates  and  a  block  meter  schedule 

LtCT  u-cd. 


70  NATIONAL    ASSOCIATION    OF    RAILWAY 

The  question  of  fair  division  of  water  revenues  between  domestic 
users  and  tire  protection  is  receiving  more  and  more  attention  in  some 
sections  of  the  country,  and  it  has  been  decided  in  some  cases  where 
the  amount  of  property  protected  is  limited  that  it  is  fair  to  treat  the 
fire  protection  as  an  added  service,  and  charge  to  fire  protection  only 
interest  and  depreciation  on  the  difference  between  the  plant  adequate 
to  furnish  the  domestic  service  only  and  the  plant  which  is  rendering 
both  services,  plus  the  actual  cost  occasioned  by  the  fire  service.  The 
actual  saving  in  fire  insurance  rates  is  a  matter  of  some  interest  in 
connection  with  the  value  of  fire  protection. 

The  percentages  found  under  these  conditions  are  likely  to  vary  from 
15  per  cent  to  50  per  cent  of  the  total  cost  of  the  water  service,  and 
the  costs  per  hydrant  from  $25  to  $60  each  per  year. 

i 

TELEPHONE  RATES 

It  is  claimed  by  the  telephone  comipanies  that  the  government  in- 
creases in  telephone  rates  are  barely  sufficient  to  pay  the  wage  increases, 
which  have  been  made,  and  that  it  is  necessary  to  have  these  rates 
continued  until  there  is  a  general  decrease  in  cost  of  labor  and  materials. 
Some  of  the  charges  made  for  changing  instruments  and  patrons  appear 
to  be  exorbitant,  or  at  least  without  any  reference  to  actual  cost,  and 
investigations  are  likely  to  become  very  general. 

ELECTRIC  RAILWAY  RATES 

The  financial  condition  and  outlook  for  electric  railways  may  be 
described  as  in  most  localities  bad  and  in  others  very  much  worse. 
They  are  not  prosperous  anywhere.  In  many  sections  they  are  in  the 
hands  of  receivers,  and  in  some  sections  they  are  being  discontinued. 

Rates  have  been  increased  in  a  great  variety  of  ways,  flat  rates  from 
the  historical  5  cent  fare  to  6,  7,  8,and  10  cents,  but  it  has  not  yet  been 
determined  what  fare  will  produce  the  largest  revenue.  Very  likely 
it  will  differ  in  different  localities.  As  a  business  proposition  the  street 
railways  must  cease  to  carry  passengers  5,  10,  15  or  20  miles  for  a 
single  fare,  as  is  done  in  many  instances.  The  cost  of  conducting  the 
business  has  become  so  great  that  it  is  no  longer  possible  to  fix  a  fare 
on  the  old  basis  of  fare  limits,  or  lack  of  fare  limits,  that  will  produce 
sufficient  revenue  to  continue  the  operation  of  many  if  not  most  of  our 
street  railways.  The  lower  the  fare  the  larger  the  number  of  riders, 
especially  short  distance  riders,  and  the  higher  the  fare  the  smaller 
the  number  of  riders,  especially  the  short  distance  riders,  and  short 
distance  riders  are  a  most  important  factor  in  the  success  of  the  street 
railway. 

Within  city  limits  public  policy  may  require  a  uniform  fare  to 
encourage  a  wide  distribution  of  residences,  but  it  is  an  important 
question  then  whether  the  losses  on  the  long  distance  riders  should 
be  made  up  by  the  short  distance  riders  or  by  the  general  public  by 
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way  of  assistance  to  the  railway  by  relief  from  street  expenses,  taxes, 
or  otherwise. 

Jn  general  there  must  be  a  close  connection  between  cost  and  value 
of  the  service  and  the  fare  charged.  Increases  in  flat  rates  from  5  to  6 
or  more  cents  have  been  disappointing  in  the  small  increases  in  revenue. 

Some  increase  has  been  secured  by  reducing  the  length  of  the  fare 
sections  to  2  or  2l/2  miles  in  length  and  using  a  5  or  6  cent  fare,  but 
there  is  a  considerable  element  of  dissatisfaction  in  the  case  of  patrons 
who  live  a  half  mile  or  so  from  the  fare  limit  and  have  to  pay  two 
fares  to  ride  a  mile  or  two,  when  neighbors  living  at  the  fare  limit  ride 
an  equal  or  greater  distance  for  one  fare.  This  inequality  is  very  much 
lessened  by  dividing  the  fare  section  into  two  zones.  The  Massachu- 
setts Northeastern  Street  Railway  has  arranged  its  interurban  lines 
in  fare  sections  of  from  2  to  2l/2  miles  in  length  with  two  zones  to  a 
section,  and  sells  tickets  good  for  3  consecutive  zones  at  section  rates, 
e.  g.,  if  the  fare  is  6  cents  5  ride  tickets  are  sold  for  45  cents.  The 
use  of  tickets  simplifies  fare  collections  and  establishes  approximately 
a  workable  mileage  system  over  which  officials  of  the  company  are 
just  now  enthusiastic. 

From  the  standpoint  of  the  traveler  the  straight  mileage  system  is 
most  satisfactory,  but  from  the  standpoint  of  the  railway  the  terminal 
charge  should  be  considered  in  some  way. 

By  order1  of  the  Public  Utilities  Commission  of  New  Jersey,  the 
Public  Service  Railway  Company,  operating  nearly  all  the  electric 
railway  lines  in  the  state,  prepared  a  plan  whereby  tin-  method  of 
charging  at  present  in  force  may  be  revised  by  an  equitable  zoning 
system  over  its  entire  territory,  proper  consideration  being  given  to 
all  of  the  elements  to  more  properly  relate  the  cost  of  service  with  the 
length  of  haul  and  value  of  service.  In  the  preparation  of  this  report 
the  committee  having  the  work  in  charge  made  a  tour  of  investigation 
of  all  cities  in  which  the  zone  system  has  been  tried,  and  made  a  most 
exhaustive  study  of  all  the  traffic  conditions  of  all  of  the  lines  of  the 
company.  The  report,  filed  on  March  5.  1919,  contains  a  complete 
plan  as  required  which  adds  very  much  to  the  available  data  on  the 
subject.  The  cost  of  rendering  the  service,  including  taxes,  deprecia- 
tion, and  interest  on  dividends,  was  separated  into  groups,  as  follows, 
"stand-by"  or  ready-to-serve  cost  and  "movement  t  of 

transporting  passengers.  For  the  year  ending  June  30,  1920,  the 
estimated  results  were  "stand-by''  cost.  4.03811  cents  per  passenger. 
and  "movement"  cost  .99007  cents  per  mile. 

In   making  the  computations   for  the  above  a  charge  of  1  cent  for 

each  and  every  transfer  was  first  deducted.     The  schedule  recommended 

(iits  for  1  zone  mile,  and  an  additional  1  cent  for  each  zone  mile 

'•rcafter.    The  schedule  given  ranges  from  5  rents  for  1  zone  mile 

to  14  cents  for  ten  zone  miles.     The  committee  aNo  reported  on  a 

workable  form  of  cash  register  and  a  machine  for  issuing  7()IU,  cherk- 

and  regards  the  scheme  as  complete  and  available   for   successful 
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President  ELMQUIST:  May  I  make  just  one  comment  at  that 
point,  Mr.  Worthen  ?  I  was  up  to  Trenton,  New  Jersey  the  other 
day  to  testify  in  the.  proceedings  brought  by  the  Governor  or  by  the 
citizens  of  Montclair  to  oust  the  Public  Service  Commission  of  that 
state  for  incompetence  and  neglect  in  issuing  an  order  establishing  a 
zone  system.  There  was  a  good  deal  of  pressure  brought  to  bear 
to  modify  that  situation.  There  had  been  strikes  and  lock-outs  and  all 
sorts  of  things  going  on  in  that  state. 

The  day  after  I  returned  to  Washington,  I  noticed  a  statement  in 
the  paper  to  the  effect  that  the  president  of  the  company  had  appeared 
before  the  commission  and  asked  for  the  cancellation  of  the  zone  system 
and  the  substitution  in  lieu  thereof  of  a  flat  fare.  I  immediately  wrote 
to  the  president  of  that  company,  as  well  as  to  the  chairman-  of  the 
the  commission,  for  full  information  upon  that  subject.  Excuse  the 
interruption. 

Mr.  WORTH  EN  :  I  am  very  much  pleased  to  hear  that.  As  a  study, 
however,  that  proposition  is  a  very  interesting  one,  and  the  amount 
of  detailed  information  that  committee  dug  out  and  brought  together 
was  amazing.  I  am  very  grateful  for  your  extended  explanation  of 
the  word  "dubious'*  that  I  used  as  describing  the  situation  there  at 
that  time. 

All  urban  electric  railways  must  be  continued  for  the  welfare  of 
the  whole  public,  and  the  problem  of  securing  sufficient  revenue  to 
continue  service  is  likely  to  be  solved  in  some  cities  by  a  single  fare 
within  city  limits  with  such  municipal  assistance  as  may  be  necessary, 
and  in  others  by  a  mile  zone  system  with  or  without  municipal 
assistance.  When  these  methods  fail  public  ownership  is  inevitable, 
and  it  seems  probable  that  in  some  cases  that  time  is  not  far  away. 

T.  W.  D.  \VORTHEN,  Chairman 

E.   H.   PORTER, 

H.  H.  COREY. 
A.  A.  LEWIS,* 
W.   C.  BLISS, 
N.  A.  BLITCH,* 
L.  BROWNLOW,* 

*Approval  not  received  when     this  report  was  sent  to  the  printer. 


Mr.  WORTH  EN  :    Mr.  President,  I  move  that  this  report  be  received, 
placed  on  file  and  printed. 

Mr.  JOHNSON    (Arizona):     I  second  that  motion. 

(The  motion  was  put  to  viva  voce  vote  and  unanimously  carried.) 
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President  ELMQUIST:  Is  there  any  discussion  upon  this  report? 
This  raises  a  question  that  many  of  the  Commissioners  have  had  to  deal 
with.  It  discusses  practically  all  of  the  utility  rates  and  now  is  a  very 
proper  time  for  some  expression  of  opinion  upon  the  practices  that 
prevail  and  upon  the  rates  which  should  be  prescribed  and  the  method 
of  prescribing  them. 

Mr.  HAYNES  (Indiana)  :  I  dislike  to  initiate  any  discussion,  but  I 
believe  a  report  of  this  importance  should  not  pass  without  reference 
to  some,  at  least,  of  the  various  important  questions  with  which  the 
commissions  have  to  deal.  To  enter  into  a  lengthy  discussion  of  any 
one  of  those  problems  would  consume  more  time  than  could  pos- 
sibly be  allotted. 

The  question  of  street  rail  ray  fares,  however,  is  one  in  which  the 
Indiana  Commission  has  been  particularly  interested,  and  in  view  of 
the  fact  that  this  report  does  not  seem  to  touch  the  situation  in 
Indiana,  it  perhaps  would  be  well,  as  a  matter  of  information  for 
those  here,  to  know  something-  of  the  experience  which  Indiana  has 
had  with  reference  to  the  regulation  of  street  car  fares. 

With  only  one  exception,  and  that  is  the  exception  of  one  county, 
the  street  railway  fares  in  Indiana  remain  at  five  cents.  There  are 
a  number  of  reasons  why  the  fares  are  not  beyond  five  cents ;  and 
I  might  say  in  order  to  anticipate  any  question  as  to  the  reasons 
that  Indiana  has  been  very  fortunate  indeed  in  maintaining  a  reason- 
able labor  price  level. 

However,  the  point  which  strikes  me  as  important  in  the  matter 
is  the  fact  that  the  Indiana  Commission  adopted  as  a  fundamental 
proposition  the  policy  that  relief  to  street  car  companies  and  inter- 
urban  railway  companies  should  not  be  granted  merely  because  the 
street  railway  company  or  interurban  company  was  unable  to  pax- 
its  fixed  charges.  The  largest  example  which  we  have  before  us  is 
the  situation  we  have  in  Indianapolis,  where  our  convention  is  now 
bring  held,  and  where  we  now  have  a  five  cent  fare,  and  where  to 
the  best  of  our  information  the  company  is  not  suffering.  There 
has  been  a  period  of  perhaps  two  years  in  which  this  local  street 
car  situation  has  been  before  the  Commission,  beginning  with  the 
time  when  the  company  had  a  franchise  rate  of  six  fares  for  25 
cents,  or  25  fares  for  one  dollar.  The  company  petitioned  for  a 
straight  five  cent  fare  and  finally  secured  it  after  wages  had  mater- 
ial! v  increased. 

The  Commission  in  parsing  nn  thos<  ^\\<]  very  plainly  that 

this  company  cmiM  imt  expect  a  rate  which  would  pay  a  return  on 
.  which,  under  the  evidence  in  that  rate  case.  atrerr- 
eated  (and  my  figures  are  approximated  from  $5.000.00"  00.- 

000  in  excess  of  what  the  rnninii^i,,n  believed  to  he  the  rea^nnable 
value  of  the  propertv.  So  the  rnmniUxinn  t«><,k  M  fiiivlameival  that 
wo  were  onlv  nl.liV.vrd  tO  pi  ''air  ;Mvl  rea«>inble  return  upon 

what  we  brlievH  to  1>r  the  fair  value  of  thr  | 
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In  that  case,  however,  the  Commission  was  accused  of  adopting 
a  most  paternal  policy  with  respect  to  this  company  in  that  it  said 
that  this  company  could  not  expect  to  get  adequate  relief,  could  not 
expect  to  place  itself  in  a  prosperous  condition  until  it  had  cleaned 
its  own  house ;  and  it  was  cited  to  the  fact  that  it  must  do  this 
and  this  and  this  and  this.  It  must  reduce  its  fixed  charges ;  it  must 
cut  down  its  fixed  charges  to  a  point  where  a  reasonable  return 
upon  the  value  of  the  property  in  the  aggregate  would  equal  the 
fixed  charges. 

Bear  in  mind,  now,  gentlemen,  that  by  fixed  charges  I  mean  the 
interest  upon  its  bonded  indebtedness,  and  in  this  case  we  had  a 
consolidation  where  an  operating  company  had  rented  the  property 
of  another  company  and  agreed  to  pay  a  fixed  rental,  so  that  became 
a  fixed  charge  in  that  if  it  was  not  paid  the  property  would  revert. 
I  do  not  include  now  dividends  on  common  or  preferred  stock,  but 
I  include  all  interest  charges.  In  other  words,  until  the  aggregate 
of  the  charges  which  the  company  had  to  pay  in  order  to  conduct 
its  business  was  on  a  par  with  what  the  Commission  believed  to 
be  a  reasonable  return  upon  the  fair  value  of  the  property. 

The  Commission  did  not  adopt  a  destructive  policy,  however ;  it 
adopted  what  it  believed  to  be  a  constructive  policy,  that  is  to  say, 
that  from  the  standpoint  of  the  interests  of  the  company  itself, 
wholly  aside  from  the  public  interest,  this  company  should  place  itself 
in  a  condition  where  it  could  square  its  actions  and  operation  with 
the  recognized  rules  and  regulations. 

So  following  the  last  rate  case  and  in  that  case,  the  Commission 
pointed  out  the  things  that  must  be  done.  There  should  be  a  re- 
organization ;  there  should  be  a  doing  away  and  elimination  of  the 
two  companies,  one  owning  and  the  other  operating  the  property.  It 
must  cut  out  all  the  underbrush  and  get  its  financial  organization 
on  a  basis  where  it  would  be  easy  for  the  Commission  to  regulate  it. 

The  service  in  Indianapolis  had  deteriorated  to  a  point  where 
citizens  generally  were  complaining  bitterly.  Newspapers  were  openly 
attacking  the  company,  and  we  had  a  very  bad  situation  prevailing. 
The  company  was  in  disrepute  and  the  Commission  took  the  position 
that  under  no  circumstances  would  it  separate  in  its  consideration 
rates  and  service ;  that  rates  and  service  were  handmaidens  which 
could  not  be  separated,  and  that  the  rate  which  the  rider  paid  must 
be  earned  by  the  company  through  a  commensurate  service. 

There  were  many  other  requirements  of  the  Commission  which 
were  by  many  men  termed  paternal.  But,  the  Commission  did  not 
mean  to  adopt  such  a  policy  except  as  that  policy  would  reflect  itself 
in  a  constructive  working  out  of  the  solution  of  our  problem. 

Following  that  order  for  several  months  the  Company  did  begin 
a  process  of  reorganization,  and  in  May  or  June  of  this  year  it  came 
before  the  Commission  with  a  petition  for  an  amalgamation  or  re- 
organization of  the  property.  In  that  case  the  only  outstanding 
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change,  as  I  remember  it,  by  the  company,  was  the  fact  that  it  con- 
verted what  had  been  the  rental  which  the  operating-  company  was 
paying  to  the  owning  company  from  what  was  a  fixed  charge  to 
preferred  stock,  upon  which  they  were  not  bound  to  pay  dividends. 
The  dividends  were  cumulative,  of  course,  but  it  was  not  a  fixed 
charge. 

The  Commission  refused  to  accept  the  terms  of  the  consolidation 
which  the  companies  had  agreed  upon,  but  went  further  and  said 
it  must  discontinue  for  a  period  of  four  or  five  years  certain  sinking 
fund  charges  whereby  the  company  was  paying  about  $220,000  into 
the  sinking  fund  for  the  purpose  of  retiring  bonds.  That  it  must 
discontinue  the  payment  of  interest  on  sinking  funds,  a  method  of 
reducing  the  bondholders'  investments  in  the  property ;  and  it  was 
told  in  that  reorganization  that  it  should  meet  certain  requirements 
which  the  Commission  believed  should  be  met  as  a  condition  pre- 
cedent to  the  merger  and  consolidation. 

Therefore,  when  the  company  was  finally  consolidated  it  was  con- 
solidated upon  what  I  believe  to  be  a  most  conservative  financial 
basis,  and  I  really  believe  that  the  present  street  railway  company 
in  Indianapolis  is  on  a  sounder  financial  basis  than  any  company  of 
which  I  have  any  knowledge.  Assuming  we  give  it  a  7  per  cent, 
return  upon  what  we  believe  to  be  its  value,  that  7  per  cent,  will 
pay  its  interest  charges  and  something  more  than  that.  We  are 
not  interested  in  paying  anything  on  common  stock.  In  fact,  we 
required  the  company  to  reduce  its  common  stock  from  $5,000,000 
to  $1,000,000  and  the  company  agreed  to  do  so. 

That  situation,  gentlemen,  has  developed  in  my  judgment  to  a 
point  where  if  there  are  no  other  marked  increases  in  labor  we  will 
be  able  to  continue  in  Indianapolis  on  approximately  a  five  cent  fare. 
Now  the  point  up  to  this  time  that  I  want  you  to  bear  in  mind 
is  that  in  dealing  with  railway  properties  it  has  been  my  observation 
that  commissions  have  taken  situations  as  those  situations  were  put 
to  the  commissions,  accepted  their  present  financial  organizations  in 
a  matter  of  fact  way,  and  felt  that  it  was  their  duty  to  protect  the 
stocks  and  bonds  which  were  issued  in  days  of  exploitation.  They 
did  not  seem  to  feel  that  it  was  the  duty  of  the  Commission  to 
give  a  return  upon  what  seemed  to  be  a  fair  value  of  the  properly. 
Hut  the  Indiana  Commission  has  taken  upon  itself  to  take  very  vig- 
orous and  aggressive  -vps  to  require  the  company  to  clean  its  own 
•  and  to  place  itself  in  a  position  where  it  could  justifv  the 
relief  it  was  asking  for. 

Now  so  much  for  that.  What  1  believe  to  be  the  larger  element 
of  im|M»rtnnce  in  the  treatment  of  the  street  railway  problem  of 
Indianapolis  i\  this;  I  said  previously  the  cmimany  wa<  in  disrepute. 
It  was.  Its  management  had  been  a  sort  of  puhlic-be-damned  manage- 
ment, a  management  which  did  not  ^i\e  heed  to  the  element  of 
service;  that  felt  it  could  go  along  and  felt  it  could  collect  a  rate 
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which  it  believed  was  just,  without  a  due  regard  to  the  public  wel- 
fare. The  Commission  said  very  bluntly  in  its  order  that  this  sort 
of  disposition  could  not  be  continued ;  that  this  company  had  to  ap- 
preciate the  fact  that  its  public  obligation  was  to  give  a  service  which 
was  in  keeping  with  the  rate  which  it  expected  to  charge. 

The  Commission  acted  as  something  more  than  an  agency  or  a 
tribunal.  It  approached  the  question  not  as  a  court  or  in  the  sense 
it  frequently  approached  other  rate  questions,  but  it  called  the  company 
in.  sat  down  at  the  table  and  tried  to  work  out  a  very  vexatious  and 
troublesome  problem ;  tried  to  convince  the  railway  company  that 
it  was  up  to  the  railway  to  impress  upon  the  public  that  the  railway 
company's  problems  were  the  public's  problems,  and  that  it  must  re- 
store the  confidence  of  the  public  in  the  company.  The  result  was 
that  the  railway  company  not  only  heartily  accepted  all  of  these  un- 
usual demands  upon  it,  but  it  made  up  its  mind  to  change  its  public 
policy. 

To  illustrate  the  changed  conditions  resulting  from  this  policy  I 
have  mentioned,  shortly  after  the  reorganization  the  chairman  of  the 
board  of  'directors  gave  out  a  public  statement  in  which  he  said  the 
Company  would  break  its  neck  to  improve  the  service  it  gave  to 
Indianapolis.  He  said,  "We  will  give  you  gilt  rails  if  you  want 
gilt  rails,  but  you  will  have  to  pay  for  the  service.  We  want  to 
place  all  our  cards  on  the  table  face  up."  It  was  remarkable  to 
note  the  absolute  revulsion  of  sentiment  in  Indianapolis  as  a  result  of 
that  attitude  on  the  part  of  the  company.  Within  a  period  of  six 
months  the  public,  instead  of  damning  this  company,  has  turned  around 
and  said,  "We  want  to  help  this  company  along.  It  appears  that 
they  want  to  do  the  right  thing."  And,  gentlemen,  I  am  frank  to 
say  that,  if  this  company  could  show  it  was  entitled  to  an  increase 
in  rates  and  it  was  able  to  show  that  convincingly,  the  company  would 
meet  with  but  little  opposition  in  a  rate  increase  hearing  in  Indian- 
apolis, because  it  has  conformed  its  actions  and  its  organization  to 
what  the  public  knows  to  be  fair  and  proper. 

The  two  things  I  would  point  out  in  connection  with  street  rail- 
way problems  are  these, —  and  first  let  me  add  that  I  am  frank  to 
say  we  cannot  expect  to  compare  our  railway  situation  with  the  large 
labor  increases  mentioned  this  morning  in  the  addresses  which  were 
read,  where  they  are  paying  60  and  70  and  80  cents  per  hour  for 
platform  expense,  but  in  these  companies  that  have  not  got  to  that 
pcint.  there  should  be  a  very  great  consideration  given  to  the  matter 
of  the  reorganization  of  street  railway  properties.  Street  railway 
Companies  should  place  themselves  in  the  position  of  conforming  their 
securities  to  their  values  before  they  are  in  position  to  secure  the  relief 
which  they  ask. 

Secondly,  the  matter  of  relations  between  street  railway  companies 
and  the  public,  in  my  judgment,  is  just  as  important  as  the  first 
proposition.  If  you  establish  proper  public  relations,  the  public  util- 
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it\-  commissions  are  in  a  position  where  they  can  act  in  the  capacity 
of  mediators  to  bring  first  the  railway  companies  to  an  appreciation 
of  their  obligations  as  public  servants,  and  second,  to  bring  cities 
and  municipalities  to  an  appreciation  of  their  obligations,  to  the  point 
where  we  can  bring  about  a  change  in  public  sentiment  so  that  the 
public  will  appreciate  where  the  companies  have  cleaned  house  and 
met  all  the  requirements  they  should  meet,  that  it  is  then  up  to  the 
public  to  bear  its  burden  and  carry  the  load  and  the  obligations  of 
furnishing  and  maintaining  adequate  street  car  facilities.. 

MR.  JACKSON  (Wisconsin):  I  was  very  much  interested  in  that 
situation  because  of  the  situation  we  have  in  Wisconsin.  I  was  going 
to  ask  what  the  wage  scale  is  here.  In  Wisconsin  the  wage  scale  is 
fixed  by  a  board  of  conciliation  and  there  it  amounts  to  about  62 
cents  an  hour  with  a  bonus.  So  I  was  wondering  what  it  was  in 
Indianapolis. 

Then  the  other  question  in  my  mind  was  what  amount  the  Indiana 
Commission  allows  to  be  set  aside  for  depreciation. 

MR.  HAYNES:  As  to  that  first  question,  do  you  know.  Mr.  Mote, 
what  this  last  wage  increase  brought  the  present  wage  scale  up  to 
for  platform  men  in  Indianapolis? 

MR.  MOTE:    To  a  minimum  of  37  cents  and  a  maximum  of  43  cents. 
MR.   HAYNKS:     We  are  very  much  lower  than  the  average,  and  I 
wanted  to  explain  that  what   I  have  said  would  not  apply  to  those 
places  paying  the  higer  rates. 

Answering  your  second  question,  this  street  railway  company  did 
not  carry  a  separate  depreciation  fund,  but  set  aside  19  per  cent,  of 
the  gross  revenues  to  take  care  of  both  maintenance  and  depreciation. 
I'nder  the  order  of  the  Commission  that  amount  was  increased  to 
21  per  cent,  provided  the  company  should  actually  set  that  much  aside 
every  year  for  the  purpose  of  properly  maintaining  the  property  and 
taking  care  of  renewals  and  replacements. 

MR.  SOL.  LEWENBERG  (Mass.)  :  May  I  ask  if  any  of  its  securities 
had  previously  had  the  approval  of  any  regulating  body  ? 

MR.  HAYNFS:  I  cannot  say  positively,  hut  in  mv  judgment  non-- 
had. If  there  were  any.  it  was  a  very  sma1!  amount  that  was  issued 
undrr  the  authority  of  any  regulating  body. 

MR.  TAYLOR  (  NYb.)  :  As  bearing-  on  Mr.  Haynes'  point  of  re- 
quiring the  companies  to  set  aside  a  certain  amount  for  depreciation, 
I  w<>uld  like  to  state  that  in  Nebraska  we  attempted  the  same  thing, 
making  that  requirement  a  condition  precedent  to  granting  an  increase 
in  rates.  That  was  appealed  to  our  Supreme  Court  and  the  Court 
remanded  the  case  on  the  ground  that  we  could  not  make  such  a 
condition.  In  other  wnK  the  rates  must  he  reasonable,  based  on 
a  fair  value  of  the  property. 

I  am  wondering  now  what  y«>ur  course  would  have  been  here,  pro- 
viding you  could  not  have  persuaded  the  companies  they  should 
aside  such   a    fund. 
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Mr.  HAYNES:  Our  law  here  perhaps  is  somewhat  different  from 
the  law  in  Nebraska.  We  act  under  Section  122  of  the  Indiana  law, 
known  as  the  Emergency  Section,  which  provides  that  the  Com- 
mission can,  whenever  in  its  judgment  it  deems  wise,  increase  rates 
temporarily.  Now,  it  is  a  purely  discretionary  power,  and  the  consid- 
erations which  the  Commission  may  have  in  mind  are,  under  that 
discretionary  power,  as  you  know,  up  to  the  Commission  entirely. 

MR.  TAYLOR:  We  have  a  statue  there  similar  to  the  one  you 
describe.  The  opinion  of  our  Commission  was  issued  under  that 
statute  and  the  court  discussed  the  emergency  proposition,  and  that 
was  its  conclusion. 

MR.  HAYNES  :  Understand,  we  did  not  order  the  company  to  do 
that.  We  simply  said,  "Upon  condition  you  do  these  things  we  will 
grant  relief." 

Xow  we  have  interpreted  our  emergency  section,  not  as  meaning 
under  that  section  that  we  must  provide  a  reasonable  return,  because 
that  section  provides  that  we  can  grant  such  relief  as  will  prevent 
injury  to  the  public  or  the  utility.  So  we  have  interpreted  that  to 
mean  that  we  can  prevent  injury  by  granting  a  5  per  cent  return, 
or  a  6  per  cent,  or  an  8  per  cent  return,  and  so  on.  In  other  words, 
under  our  law  we  are  not  required  to  provide  what  would  ordinarily 
be  provided  under  a  rate  case;  and  in  these  street  railway  cases  we 
have  therefore  made  these  conditions  precedent  to  the  granting  of 
relief. 

It  has  not  gone  to  the  court  as  yet,  and  I  do  not  think  it  will. 
We  have  our  utilities  in  Indiana  in  such  shape  that  we  are  co-oper- 
ating with  them,  and  we  believe  unless  we  broach  demands  which  are 
far  'beyond  those  which  we  have  made,  that  we  will  probably  not  have 
any  appeal,  although  we  have  made  some  very  radical  demands  upon 
the  utilities. 

MR.  JOSHUA  GREENWOOD  (Utah)  :  What  do  you  require  the  com- 
pany to  do  by  way  of  paving? 

MR.  HAYNES:  That  is  a  moot  question  in  this  state.  It  has  not 
been  decided.  The  law  under  which  we  operate  provides  that  the 
cities  have  original  jurisdiction  in  the  matter  in  determining  the  con- 
ditions upon  which  utilities  may  occupy  the  streets  and  alleys.  We 
have  assumed  that  that  was  a  matter  of  original  jurisdiction  with  the 
city. 

MR.  GREENWOOD:  You  spoke  of  the  value  of  the  property.  How 
did  you  obtain  that  value? 

MR.  HAYNES:  We  have  no  detailed  appraisal  of  the  property  in 
Indianapolis.  Our  Chief  Engineer  and  his  staff  took  the  appraisals 
of  a  great  number  of  street  railway  companies,  supplemented  that 
by  an  inspection  of  the  property  and  by  a  study  of  the  company's 
history,  and  other  considerations  also,  and  arrived  at  a  value  which 
was  only  a  tentative  estimate.  The  Commission  did  not  fix  or  find  the 
value  of  the  property  in  its  order. 
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Mr.  GREENWOOD:  Did  I  understand  you  to  say  the  present  rate  was 
5  cents  wiihin  the  city  limit>? 

MR.  HAYNES:     Yes,  sir. 

MR.  GREENWOOD:     How  long  has  that  been  the  rate? 

MR.  HAYNES:    Since  last  fall. 

MR.  GREENWOOD:     Before  then  what  was  the  rate? 

MR.  HAYNES:  Six  tickets  for  a  quarter;  twenty-five  tickets  for 
one  dollar. 

MR.  SHAW:  I  would  like  to  ask  if  you  made  any  study  of  the 
difference  between  maintenance  and  depreciation.  I  am  asking  you 
for  the  reason  that  in  the  Chicago  Street  Railway  Situation  we  have 
an  ordinance  called  the  1907  Ordinance,  which  provides  that  they  shall 
use  for  maintenance  not  less  than  6  per  cent  of  the  gross.  As  a 
matter  of  fact,  since  1907,  we  now  having  the  complete  records,  it 
shows  that  they  have  averaged  about  8  per  cent  for  maintenance  alone 
during  the  term  of  years  from  1907  to  date.  At  present  it  is  running 
up  to  about  10  per  cent. 

The  ordinance  also  provides  that  the  company  shall  set  aside  8  per 
cent  for  depreciation.  The  book  value  of  the  property,  which  is  fairly 
accurate,  shows  about  $156,000,000;  and,  in  the  period  from  1907 
on  basis  of  8  per  cent  of  gross  the  depreciation  fund,  quoting  from 
memory,  has  grown  to  about  $9,000,000. 

MR.  JACKSON  :  What  per  cent  is  that,  of  the  book  value  or  of  the 
value  of  the  property? 

MR.  SHAW:  About  2Y*  per  cent  on  their  book  value  per  year. 
The  company  now  runs  a  little  over  $3,000,000,  so  that  it  is  in  the 
neighborhood  of  21A  per  cent  on  their  book  value. 

MR.  WORTHEN  :  What  is  done  with  this  depreciation  fund  that 
is  set  aside?  • 

MR.  SHAW  :     It  can  only  be  used  for  taking  care  of  renewals. 

MR.  WORTHEN:     Can  it  be  used   for  additions  and  betterments? 

MR.  SHAW:  No.  This  depreciation  fund,  however,  is  a  real  fund. 
It  is  on  deposit  in  the  bank  and  is  credited  with  the  accumulations, 
whatever  they  may  be.  The  fund  can  only  be  drawn  on  by  an  order 
drawn  and  approved  by  the  Board  of  Supervising  Engineers,  under 
the  terms  of  the  Ordinance.  It  cannot,  however,  be  used  for  extensions 
or  improvements,  under  the  Ordinance. 

This  Ordinance  is  under  the  Mueller  Act.  and   it   provide   that  if 
the  city  at  the  end  of  twenty  year-  exercises   its  option  to  purd 
then  this   fund  goes  to  the  city   to   reduce  the  cost  of  purchase. 

There  was  an  appraisal  made  in  1(H)7.  by  Lvman  K.  ("noley.  Bion 
J.  Arnold,  and  a  third  engineer,  whose  name  me  at  the 

moment,   in   which   there   was  a   valuation  agreed  upon.     Then   during 
the   rehabilitation   period    of    approximately    three  years,   no   deduction 
made  for  retirement-      They   were  making  the  change  then  from 
the    old    cable    line    system,    in    Chicago1,'  and    possibly    SO   per    cen: 
the  property  was  rehabilitated  during  those  three  years.     The  capital 
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account  is  subject  to  no  deduction  during  that  period  on  account  of 
retirements;  but  since  1910,  where  there  have  been  any  retirements 
they  have  been  charged  to  this  depreciation  fund,  and  the  retirements 
are  now  about  one  and  a  half  million  dollars  a  year. 

MR.  TAYLOR  (Neb.)  :  I  would  like  to  ask  Mr.  Shaw  or  Mr. 
Haynes,  whether  or  not  your  commissions  have  given  unqualified 
approval  to  the  method* of  determining  an  allowance  for  maintenance 
and  depreciation  by  a  per  centage  of  the  gross  income? 

MR.  HAYNES:  The  Indiana  Commission  has  not,  and  I  think  it 
will  not. 

MR.   SHAW:     Neither  has  Illinois. 

MR.  TAYLOR:  That  varies  from  the  ordinary  method  of  determining 
amounts  for  maintenance  and  depreciation  which,  as  I  understand 
it.  is  ordinarily  based  upon  the  value  of  the  property,  the  reproduction 
new  value,  or  some  other  value  that  may  be  determinative  of  the 
physical  property. 

MR.  SHAW:  I  might  say,  Mr.  Taylor,  that  the  only  company  I 
know  of  in  the  state  of  Illinois  at  the  present  time,  that  is  keeping 
a  depreciation  fund  on  gross  receipts,  is  the  Chicago  property,  and 
that  is  by  reason  of  the  peculiarity  of  the  ordinance  which  was  worked 
out  by  Bion  J.  Arnold  at  that  time. 

In  Illinois,  early  in  our  history,  we  adopted  the  uniform  system 
•of  accounts  put  in  force  by  the  government,  which  provides  that  road- 
bed, tie  renewals,  and  so  forth,  shall  be  charged  directly  to  operating 
expense.  The  Commission  finds  that  many  of  the  companies  in  present- 
ing their  cases  before  the  Commission  claim  an  allowance  for  depreci- 
ation covering  both  roadbed  and  equipment,  while  an  analysis  of  their 
operating  expenses  indicates  that  renewals  pertaining  to  roadbed  have 
i>een  charged  to  operating  expenses  which  conforms  to  the  system  of 
accounts  adopted  by  the  Commission.  Necessarily  this  makes  a  du- 
plication. This  applies  to  street  car  companies  operating  outside  of 
the  city  of  Chicago. 

MR.  TAYLOR:  In  the  case  to  which  I  have  referred  in  Nebraska, 
our  Commission  has  fixed  an  allowance  of  6  per  cent  upon  the  re- 
placement value  of  the  property  for  both  maintenance  and  deprecia- 
tion, and  this  sum  has  lately  been  increased  to  7  per  cent  to  make 
allowance  for  the  increased  cost  of  labor  and  material.  So  far,  after 
an  experience  of  some  nine  years,  that  has  accumulated  a  considerable 
reserve.  It  seems,  however,  to  be  less  than  the  sum  set  aside  by 
both  the  Indiana  and  Illinois  commissions,  or  the  companies  with 
which  you  have  dealt.  . 

MR.  HAYNES:  This  explanation  is  due  to  Mr.  Shaw  and  also  to 
yourself.  Mr.  Tavlor:  the  sum  which  was  calculated  as  applying  to 
the  Indianapolis  Street  Railway  Company  was  not  calculated  upon  the 
basis  of  what  amount  should  be  set  aside  under  ordinary  and  normal 
conditions,  for  maintenance  and  depreciation,  but  a  study  was  made 
of  the  condition  of  the  property  which  had  been  permitted  to  deteri- 
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orate  during  a  period  of  ten  years  or  more,  in  which  thf  property 
had  run  down,  large  sums  of  money  were  needed  to  be  expended 
immediately,  and  it  was  because  of  the  absolute  necessity  of  building 
up  this  property  speedily,  that  this  amount  was  allowed,  the  Commis- 
sion making  no  study  except  to  inquire  as  to  what  sum  of  money  was 
needed  to  be  spent  this  year  to  rehabilitate  this  property,  and  having 
arrived  at  that  sum  of  money  it  then  provided  a  sufficient  revenue  to 
provide  it.  all  the  while  not  going  far  in  excess  of  what  had  been 
the  franchise  rate. 

MR.  JACKSON:  I  don't  know  whether  you  care  to  hear  people  talk- 
about  their  own  troubles,  but  I  believe  we  have  a  situation  that  is 
unique  in  the  state  of  Wisconsin,  and  which  may  interest  the  members 
here.  It  arises  because  of  a  new  law  recently  passed  in  the  state 
of  Wisconsin. 

Before  I  come  to  that,  however,  I  would  like  to  explain  the  theory 
iij wm  which  we  have  acted  up  to  this  time  in  the  city  of  Milwaukee, 
in  the  case  there  which  will  be  decided  by  us  in  all  probability  in 
the  next  week  or  so.  We  have  followed  the  theory  in  Milwaukee 
that  the  depreciation  reserve  should  be  sufficient  to  replace  the  original 
cost  of  the  property,  and  therefore  in  fixing  the  percentage  which 
would  be  allowed  on  a  sinking  fund  basis,  as  the  cost  of  the  property 
has  not  changed  with  the  increase  in  costs  at  all,  the  same  depreciation 
reserve  will  be  set  aside  from  year  to  year.  For  any  replacements, 
of  course,  if  the  expense  is  higher  than  the  original  cost,  the  extra 
expense  is  charged  in  to  Capital  Account.  The  maintenance  charges, 
however,  have  more  than  doubled  in  the  city,  due  to  the  increased 
wa^es  and  increased  cost  of  materials,  so  we  have  figured  that  if  you 
have  an  actual  fixed  amount  which  would,  in  times  gone  by,  in  normal 
times,  amount  to  sufficient  to  pay  for  maintenance,  and  also  to  set 
aside  a  proper  depreciation  reserve,  that  that  would  not  be  proper 
because  of  the  increased  cost  of  maintenance,  although  the  depreciation 
reserve  requirements  would  not  have  increased  except  a^  the  value 
of  the  property  has  been  increased  through  actual  improvements  and 
extensions  during  these  periods  of  high  costs. 

I  do  not  know  whether  that  is  correct  or  not.  I  am  ju<t  ex- 
plaining it  to  you;  but,  the  other  matter  which  I  wanted  to  call 
attention  to  because  I  think  it  may  come  up  also  in  connection  with 
railroad  matters,  is  a  law  passed  by  the  state  of  \Vi-o .n-in.  which 
.  out  of  the  situation  in  the  Milwaukee  Street  Railway  case.  Mr. 
Klmquist  has  shed  tears  over  it  and  knows  all  about  it.  In  fact.  I 
think  he  has  swallowed  whole  all  the  statistics  of  that  street  railway 
company, 

The  Street  Railway  Company  of  Milwaukee  is  one  of  the  unit^  in 

the  I'nited  States  whose  credit  is  away  up  above  par.  and  flu-re  is  no 

-  investment   in   I'nited  States  utilities  than  the  street  car  system 

in   Milwaukee      The  law   I   refer  to  grew  out  of  a  famou<  strike  in 

Milwaukee  on  January    l>t    last,   when   the  organization  of  the  men 
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employed  by  this  company,  and  it  is  a  very  fine  organization,  went 
on  a  strike.  The  investigation  of  the  Wisconsin  Legislature  showed 
that  the  majority  of  those  men  were  officers  or  employees  of  high  posi- 
tion with  the  company.  They  all  voted  in  favor  of  the  strike  of  the 
employes  when  the  strike  ballot  was  held,  and  then  went  on  strike  on 
the  morning  of  January  1st.  They  condescendingly  agreed,  however, 
to  run  the  cars  until  seven  o'clock  on  New  Years  Morning,  in  order 
that  everybody  could  get  home.  (Laughter.)  They  then  struck,  I  be- 
lieve, until  eight  o'clock  that  night,  and  the  men  went  fishing  and  did 
everything  else  they  wanted  to  do,  and  as  a  result  of  that  situation, 
the  last  Legislature  passed  a  bill  under  which  it  is  provided  that  if 
they  could  not  agree  with  the  company  they  might  call  in  a  Board  of 
Concilation  which  might  fix  the  wages  of  those  employed  by  public 
utilities. 

Xow  that  Board,  appointed  by  the  Governor,  consisted  of  very  rep- 
resentative men,  including  labor  union  men,  and  about  July  1st,  another 
strike  being  about  tc  take  place,  encouraged  by  the  fact  that  Illinois 
had  gone  up  to  about  65  or  70c.  basis  per  hour,  in  order  to  avoid  that 
strike  the  Board  of  Conciliation  was  called  in  and  spent  a  month  or 
two  going  over  the  question  of  wages,  and  has  now  made  an  increase 
in  wages  in  Milwaukee  of  somewhere  around  $800,000  a  year.  We 
are  now  on  a  five  cent  fare  basis. 

The  law  then  provides  that  this  award  is  to  be  taken  before  the 
Wisconsin  Commission  and  approved  or  disapproved  by  it.  If  approv- 
ed by  it,  it  is  ordered  put  into  effect  and  those  wages  paid,  and  at  the 
same  time  it  shall  fix  rates  of  fare  for  street  railway  companies,  or 
rates  for  any  other  kind  of  public  utility  that  may  be  in  question, — 
and  it  is  quite  a  strong  mandate — which  will  bring  a  fair  return  on 
the  value  of  the  property  after  these  increased  wages  go  into  effect. 

Xow  this  wage  conciliation  board  has  fixed  this  wage  scale  at 
about  60c.  or  62c.  an  hour  with  a  bonus  to  those  who  have  been  in 
the  employ  of  the  company  a  certain  length  of  time.  It  is  a  very 
large  increase,  and  we  have  about  twenty  days  in  which  to  make  the  fi- 
nal award  in  Milwaukee.  That  award,  when  it  is  made  public  by  the 
Commission,  will  go  into  effect  in  forty-five  days  and  the  experts 
have  agreed  that  rather  than  have  a  6  cent  straight  fare,  they  pre- 
fer a  7  cent  fare  in  zones,  and  tickets  at  less  than  6  cents. 

What  the  Commission  will  do  on  that  has  not  been  decided ;  but 
there  you  have  an  actual  mandate  compelling  us  to  recognize  the 
increased  scale  of  wages  and  give  an  adequate  return  to  the  public 
utilities. 

But  in  connection  with  that  controversy  there  is  an  inter-urban 
line  upon  which  the  same  scale  of  wages  must  go  into  effect.  That 
inter-urban  line,  however,  has  a  3  cent  per  mile  fare  over  its  entire 
line,  because  it  is  in  competition  with  the  steam  railroads.  Any  in- 
crease in  its  fare  would  simply  cut  off  all  means  of  its  livelihood, 
and  so  there  is  no  human  way  to  give  it  any  more  money  and  the 
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Commission  therefore  can  not  fol.ow  out  the  mandate  of  the  Legis- 
lature in  their  case. 

I  do  not  know  of  any  other  law  in  the  country  which  is  like  this. 
There  is  one  thing  about  it,  however,  which  is  not  undesirable  at 
all ;  the  wage  investigation  is  made  by  a  conciliation  board  appointed 
wilh  special  reference  to  wages,  whose  business  it  is  to  know  about 
working  conditions  and  wages.  Their  award,  therefore,  will  probably 
be  received  with  more  confidence  than  an  award  by  the  Commission 
itself,  whose  motives  might  possibly  be  questioned  in  case  they  did  not 
give  the  award  the  workingmen  desired.  As  a  matter  of  fact,  in 
this  particular  case  the  award  was  not  the  award  which  the  work- 
ing men  demanded.  I  think  they  asked  for  the  Chicago  scale  but 
did  not  quite  get  that.  If  the  Wisconsin  Commission  had  made 
this  report,  it  might  possibly  be  suspected  that  one  motive  for  not 
giving  the  full  increase  demanded  by  the  men  was  that  we  did  not 
want  to  give  the  full  amount  asked  because  we  did  not  want  to  in- 
crease the  rate  of  fare.  However,  this  decision  has  not  worked  out 
badly  so  far  with  either  the  employes  or  the  public. 

Mr.  LEWENBERG:  Do  you  think  it  is  better  to  have  the  regulating 
board  pass  upon  the  wage  question  of  employes  of  public  utilities 
in  connection  with  the  rate  question,  rather  than  to  have  an  independent 
board  settle  it? 

MR.  JACKSON  :  I  think  it  is  far  preferable  on  every  ground  that 
it  should  be  settled  by  a  board  whose  functions  and  whose  work 
i-  along  the  line  of  the  study  of  labor  conditions,  of  living  and  that 
sort  of  thing,  and  who  are  appointed  with  special  reference  to  in- 
dustrial wage  questions,  than  it  is  to  have  it  done  by  a  board  whose 
principal  study  is  perhaps  along  other  economic  lines. 

Mr.  BUSBY  (Missouri)  :  One  question  has  been  asked  that  I 
took  particular  interest  in,  for  Missouri,  and  that  is  the  question  of 
arbitrating  wages  by  the  public  service  commissions.  I  had  not  in- 
tended to  say  anything  upon  the  subject  today,  but  thought  possibly. 
as  I  would  introduce  a  resolution  later  in  the  session,  that  I  might 
tell  the  Convention  that  we  have  had  some  experience  in  Missouri 
on  the  question  of  arbitrating  wages. 

It  is  not  mandatory  upon  the  Missouri  Public  Service  Commis- 
sion t«>  arbitrate  wage<.  but  in  a  couple  of  very  important  cases,  one 
of  them  the  wages  of  the  street  railway  employes  in  the  city  of  St. 
Louis,  and  the  other  in  the  city  of  St.  Joseph,  the  company  and  the 
employes  jointly  signed  a  stipulation  submitting  the  <|tiestion  to  the 
Commission.  \\'e  thereupon  took  up  and  arbitrated  the  question  in 
those  two  I  think  that  we  did  the  work  in  a  fairly  satisfactory 

manner.  We  put  in.  of  course,  an  increased  wage  schedule  which 
is  in  conformity  with  similar  schedules  in  other  similar  localities, 
and  I  think  the  award  was  fairly  satisfactory  and  was  accepted  as 
such  by  the  public. 
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It  is  the  opinion,  however,  of  the  Missouri  Commission,  since 
our  experience  in  those  cases,  that  it  is  not  the  proper  function  of  a 
regulatory  body,  such  as  a  railroad  or  a  public  service  commission, 
to  arbitrate  wages.  Our  experience  was  that  the  public  was  not 
represented  excepting  through  the  Commission.  At  least  they  did 
not  send  any  representatives  to  the  arbitration  hearing,  and  the  com- 
panies sat  quietly  by  and  let  the  Commission  fix  the  wages  with  the 
consciousness,  of  course,  that  after  the  Commission  fixed  the  waives 
then  it  would  feel  in  du'y  bound  to  fix  the  rates  for  service  accor- 
dingly. (  Hir  conclusion  has  been  that  it  is  not  a  wise  policy  for  these 
public  service  commissions  to  pursue,  and  the  Missouri  Commission 
will  not  arbitrate  any  more  wage  disputes  in  Missouri. 

\Ye  feel  that  the  primary  purpose  of  the  Commission  is  to  reg- 
ulate the  rates  and  service  as  between  the  public  utilities  and  the 
public,  and  that  if  the  Commission  engages  in  general  work,  and  if 
it  permits  itself  to  be  converted  into  an  arbitration  board,  it  will  not  be 
long  until  everv  utility  in  the  state  will  be  asking  the  Commission  to 
arbitrate  its  unge  scale,  with  the  result  that  the  Commission  will  be 
unable  to  preform  the  primary  duties  for  which  it  was  created,  and 
for  which  its  public  funds  have  been  voted  by  the  Legislature. 

A>  I  said.  Air.  President,  I  did  not  intend  to  speak  this  afternoon, 
but  I  thought  possibly  it  might  be  well  to  make  these  few  remarks. 

President  ELMQUIST  :     Any  further  remarks  upon  this  report? 

Mr.  JOHNSON  (Ariz.)  :  Mr.  President,  this  gentleman  here  (  Mr. 
Greenwood),  I  am  sorry  I  have  not  met  him,  has  given  an  example 
of  a  situation  that  we  have  met  with  in  Arizona  with  the  few  street 
railway  companies  we  have,  and  that  is  as  to  the  matter  of  the  require- 
ments of  paving. 

Our  Commission  has  felt,  or  we  have  come  to  the  conclusion  that 
there  is  absolutely  no  fairness,  or  justice,  or  reason  why  the  street 
railway  companies  at  the  present  time  should  pay  any  part  of  paving 
on  any  street.  However,  that  is  a  moot  question,  as  the  gentleman 
indicated,  and  the  Commission  is  not  sure  whether  it  has  any  authority 
over  that  matter  at  all.  But,  in  our  state,  that  would  give  some  little 
relief,  if  the  municipalities  would  come  to  the  conclusion,  as  we  have, 
that  it  is  not  fair  or  right  to  ask  the  street  railway  companies  to  pave 
any  portion  of  the  streets. 

In  the  old  days,  a  hundred  years  ago,  they  started  that  practice 
because  they  drove  mules  and  horses  over  them,  and  at  that  time  it 
was  of  course  proper  that  they  should  pave  between  the  tracks,  but 
today  our  Commission  does  not  believe  that  the  street  railway  companies 
should  pay  any  part  of  the  paving  of  the  Jreet. 

Mr.  GREENWOOD  (Utah)  :  Mr.  President,  that  thought  is  increasing 
especially  in  the  western  states.  I  think  the  Oregon  representatives 
here  will  bear  me  out  in  the  idea  that  some  relief  can  be  ^iven  by 
depriving  a  Commission,  as  I  take  it,  from  interfering  with  the  pave- 
ments. We  interfered  wi^h  their  freight  rates  in  Utah,  as  some  other 
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states  have  done.  The  rates  were  successfully  protested  in  the  state 
courts,  but  the  Supreme  Court  upheld  them.  Of  course,  it  broke  the 
state  up  a  while,  and  some  of  the  best  lawyers  in  the  state  thought  we 
were  altogether  out  of  order,  but  as  indicated  by  this  report  there  is 
not  a  question  in  my  mind  but  what  some  kind  of  relief  must  come  to 
these  trolley  lines,  from  what  1  have  learned  in  adjoining  states  and 
from  what  1  have  gleam  d  fn-m  my  experience  in  my  own  state. 

\Ye  are  wrestling  with  that  very  question  today,  and  as  suggested 
by  the  gentleman  from  Ari/.ona.  if  -ome  action  should  be  taken,  or  some 
recommeiidaiion  made,  so  that  the  operating  railway  companies,  the 
traction  companies  within  the  city  could  be  relieved  from  that  part  of 
the  franchise,  it  would  give  some  measure  of  relief  at  least  to  the 
trolley  line-. 

In  Salt  Lake  City  they  have  to  pave  from  the  outside  of  one  track 
clear  to  the  outside  of  the  other,  and  the  streets  are  wide  there  and  it 
take-  a- great  deal  of  money,  and  that  money  is  going  into  improvement 
they  never  use-.  It  is  the  man  who  uses  the  automobile  that  uses  the 
pavement-.  It  is  not  the  girl  or  boy  who  gets  upon  those  street  cars 
in  the  morning  with  a  sandwich  in  a  piece  of  newspaper,  and  goes  to 
work  and  returns  from  work  on  those  cars,  that  uses  the  pavement  at 
all.  It  is  the  better  class  of  people  who  can  afford  to  ride  in  automobiles 
and  do  business  and  deliver  their  goods  in  automobiles  and  trucks, 
that  use  those  pavements  for  which  the  poor  rider  has  to  pay. 

I  have  been  convinced  of  that  ever  since  I  have  been  upon  the 
Commission,  and  of  course  we  are  the  youngest  commission  of  all.  As 
a  matter  of  fact,  we  came  here  to  sit  at  your  feet  and  learn  wisdom, 
but  there  are  some  observations  that  have  come  to  us,  and  while  I  do 
not  think  it  would  be  within  the  province  and  authority  of  a  commission 
to  go  that  far.  vet  if  there  could  be  a  sentiment  expressed,  and  that 
sentiment  could  be  expressed  to  the  authorities  of  the  cities,  it  is  possible 
that  an  exemption  can  be  made  of  that  extra  paving  and  the  maintenance 
of  it  placed  where,  in  my  estimate  it  belong,  on  the  people  \\-ho  use  it, 
and  not  the  man  who  rides  the  car-,  because  he  does  not  use  it. 

1  am  glad  my  friend.  Mr.  Johnson,  from  Arizona,  mentioned  that 
matter.  I  intended  to  mention  it  here,  and  if  there  are  any  other  of 
the  commissioners  here  who  have  had  that  question  up  in  their  state. 
I  -hould  be  delighted  to  know  just  how  far  and  just  how  favorably  a 
sentiment  might  he  manifested  in  this  convention  along  that  line.  \- 
it  adjourns 

Mr.  MACLEOD  (Mass.) :  The  subrect  the  Commissioner  from 
1  "tab  has  just  alluded  to.  is  one  of  the  phase*.  ,,f  the  street  railway 
problem  which  has  been  considered  in  a  i^ood  ,lenl  of  detail  in  Mass- 
achu-etts  during  the  la-t  two  or  thn  In  Massachusetts,  unlike 

some  of  the  other  -tatr-  1   Bhottld   judge,   from  the  comments  that  have 

D  made,  the  matter  of  paving  IS  COVCTed  bv  -tatutory  regulation,  and 
it  i-  ba*ed  upon  the  theory  that  the  Iway  company  should  pav 

the  cost  of  paving  between  the   rails.     In   some   states   I   understand 
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there  are  provisions  under  which  the  street  railway  company  paves 
from  curb  to  curb;  but  as  the  result  of  a  report  made  by  a  special 
commission  appointed  some  ten  or  fifteen  or  twenty  years  ago  in 
Massachusetts,  the  system  was  put  into  operation  upon  the  basis  of 
an  adjustment  of  the  comparative  use  by  the  street  railway  company 
and  other  forms  of  equipment,  <;f  the  pavements. 

Under  present  operating  conditions,  however,  it  has  come  to  be  more 
and  more  the  view  of  the  people  studying  the  street  railway  problems  in 
Massachusetts,that  a  burden  of  that  kind  is  excessive  to  the  street  rail- 
ways. I  misfit  add  that  the  original  provision  of  paving  from  curb  to 
curb  has  been  changed,  so  that  the  cities  now  undertake  the  maintenance 
of  the  paving,  and  the  charge  to  the  street  railway  company  for  putting 
in  the  pavement  is  commuted  in  the  form  of  a  commutation  tax. 

Recently  the  Commission  in  our  state  has  recommended  to  the 
Legislature  the  complete  abolition  of  that,  so  that  the  street  railway 
companies  should  not  be  forced  to  the  extent  of  street  maintenance, 
except  where  the  company  is  opening  up  the  street  for  the  purpose  of 
laying  rails  or  ties,  for  instance ;  but  as  a  part  of  the  general  program 
of  street  maintenance,  it  is  considered  that  that  is  primarily  a  matter 
of  the  interest  of  the  municipality  and  should  be  regarded  as  a  municipal 
burden. 

At  the  present  time  there  is  a  special  commission  in  session  in  our 
state  which  ia  making  recommendations  to  a  special  session  of  the 
Massachusetts  Legislature  to  be  convened  on  the  15th  of  November 
for  the  purpose  of  dealing  with  the  street  railway  problems,  and  I 
believe  it  is  likely  they  will  make  a  report  to  this  special  session  that 
these  paving  costs  and  special  taxes,  like  commutation  taxes,  be  com- 
pletely abolished,  and  the  entire  cost  of  the  construction  and  maintenance 
of  public  highways  be  borne  by  the  municipalities. 

That  is  due  to  two  conditions ;  first,  because  in  any  fundamental 
analysis  of  the  situation  I  believe  it  will  be  found  that  the  people  who 
ride  in  the  street  cars  should  be  permitted  to  use  the  streets  with  as 
much  freedom  as  the  men  who  are  fortunate  enough  to  be  able  to  operate 
automobiles,  and  without  any  additional  charge;  but  perhaps  the 
fundamental  principle  is  one  of  expedience,  and  that  is  due  to  the  fact 
that  in  Massachusetts  we  are  confronted  with  a  situation  where  many 
of  the  street  railway  companies  are  not  able  to  live  under  the  ordinary 
economic  conditions  which  have  controlled  the  street  railway  business 
in  the  past.  We  have  not  had  the  condition  that  Commissioner  Haynes 
has  spoken  of,  in  inflation  of  securities,  because  they  have  all  been 
issued  under  public  supervision;  but  the  growth  of  the  number  of 
automobiles  in  our  stafe  has  been  so  rapid  while,  on  the  other  hand, 
our  increase  in  population  as  an  older  state  has  not  been  so  rapid  as  in 
the  Middle  West,  that  due  to  those  facts  the  street  railway  companies 
in  the  main  have  reached  a  condition  where  they  can  not  be  supported 
by  any  charges  they  might  be  permitted  to  make ;  and,  the  situation 
has  become  so  desperate  that  the  Commission  has  in  many  cases  been 
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obliged  to  give  the  street  railway  companies  carte  blanche  to  charge 
whatever  rate  they  felt  might  yie'd  a  maximum  revenue,  because  in 
most  cases  the  amount  received  would  be  insufficient  to  yield  a  fair 
and  adequate  return  upon  the  reasonable  value  of  the  property  as 
determined  by  public  authority.  The  fares  have  gone  up  and  the 
revenues  have  gone  down  in  many  cases,  so  that  the  situation  confront- 
ing us  with  respect  to  many  of  the  street  railway  companies  is  that 
they  must  have  public  aid,  or  the  service  must  be  abandoned,  and  the 
proposition  of  relieving  the  companies  of  special  burdens  and  special 
taxes  is  prompted  largely  by  the  conditions  that  exist  in  our  state,  and 
due  to  the  recognition  of  the  fact  that  municipal  help  must  at  the  same 
time  be  extended  if  the  service  is  to  be  continued  and  maintained. 

I  might  add  that  the  problem  in  our  state  is  now  being  considered 
quite  thoroughly,  and  it  is  probable  that  legislation  will  be  granted  and 
the  chances  are  it  will  be  enacted  in  the  state  this  year,  which  will 
provide  for  direct  municipal  contributions,  or  a  tax  levy  to  the  street 
railway  companies.  That,  of  course,  is  coupled  with  a  plan  for  the 
public  operation  of  the  street  railways  under  a  contract  which  is 
practically  synonymous  with  a  lease  of  the  property. 

While  we  are  regarded  as  a  conservative  state  in  Massachusetts,  we 
have  been  driven  to  this  somewhat  radical  program  by  pressure  of 
events  which  we  found  it  impossible  to  work  out  except  under  some 
such  economic  program.  (Applause.) 

Mr.  WORTH  EN  :  Mr.  President,  upon  the  recommendation  of  the 
New  Hampshire  Commission,  the  Legislature,  in  January,  1919,  passed 
a  relief  act,  the  burden  of  which  is  this :  originally  the  street  railways 
were  obliged  to  put  in  all  pavings  between  rails  and  eighteen  inches 
each  side  of  the  rails.  Then  they  have  been  compelled,  whenever 
there  have  been  any  changes  made  in  the  streets  in  the  way  of  grades, 
for  instance,  where  the  railroad  companies  have  been  compelled  to 
grade  up  their  tracks  and  fill  in,  to  pay  for  paving  that  was  of  no  use  to 
them.  Now,  the  act  passed  at  the  recommendation  of  our  commission 
is  that,  after  the  paving  has  been  done  by  the  street  railway  companies, 
any  further  paving  required  is  to  be  paid  for  by  the  Department  o\ 
Street  Riving.  So,  if  the  grading  of  the  street  is  changed  by  the 
Street  Department,  it  is  put  to  the  whole  expense  of  putting  that 
railroad  in  shape  again. 

Also,  the  Legislature  went  further  and  remitted  the  taxes  to  street 
railways,  providing  the  Commission  certifies  that  the  railroad  is  unable 
t<>  pay  its  operating  expenses  and  its  overhead  expenses  after  setting 
aside  a  reasonable  amount  for  depreciation. 

Mr.  GREENWOOD:  Did  I  understand  you  to  say  that  the  railway. 
after  it  built  the  paving,  did  not  have  to  maintain  it? 

Mr.  WORTHENS  No;  the  city  takes  it  over  entirely,  and  any  changes 
they  want  to  make;  and  not  only  that. but  if  they  change  the  railroad 
or  the  grade  has  to  be  changed,  they  have  to  pay  the  whole  thing. 
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Mr.  SHAW  :  It  is  not  my  purpose  to  extend  this  discussion,  but  this 
report  winds  up  as  follow-: 

"When  these  methods  fail  public  ownership  is  inevitable,  and  it 
seems  probable  that  in  some  cases  that  time  is  not  far  away." 

I  do  not  care  to  discuss  it,  but  I  challenge  that  statement. 

Mr.  \\~ORTHEN  :  One  town  in  New  Hampshire  has  already  voted 
to  purchase  the  electric  lines  in  that  town. 

Mr.  E.  F.  MORGAN  <  W.  Va.)  :  If  the  discussion  relative  to  street 
railways  is  completed,  there  is  another  feature  of  this  well  studied 
and  carefully  prepared  report  to  which  I  desire  to  make  reference,  and 
that  is  the  natural  gas  utilities.  Slight  reference  has  been  made  to 
these  utilities  in  this  report,  and  the  Commission  of  the  state  which  I 
have  the  honor  to  represent,  has  more  trouble  fixing-  the  rates  for 
natural  gas  utilities  than  any  other  utility  in  the  state. 

(  hir  state  produces  more  than  one-third  of  all  the  natural  gas 
produced  in  the  United  States.  We  have  companies  in  that  state  which 
have  under  lease  as  much  as  a  million  acres  of  territory.  Those 
leases  have  been  taken  without  the  initial  payment,  in  the  case  of  a 
great  many  of  them,  of  any  fund  whatever.  They  have  been  carried 
from  year  to  year  by  paying  50  cents  to  one  dollar  an  acre,  which  is 
called  delayed  rental  for  failure  to  drill.  That  money  is  paid  out  of 
the  operating  expenses  of  the  utility,  which  is  taken  from  the  consumers 
of  that  utility.  With  some  of  the  companies  in  the  state  their  chief 
asset  is  the  value  of  those  leases.  We  have  experts  who  appear  before 
the  Commission,  who  testify  that  in  a  great  many  instances  these 
leaseholds  are  worth  anywhere  from  $150  to  $300  per  acre.  Not  one 
cent  of  that  money  has  been  paid  directly  out  of  the  funds  of  that 
utility.  These  acreages  have  enhanced  in  value,  as  I  stated,  by  the 
carrying  of  the  leases  by  the  utility,  and  by  the  development  of  the 
surrounding  territory. 

I  simply  bring  this  matter  to  the  attention  of  this  Association  in 
order  to  receive  some  information  from  those  who  have  some 
experience  in  the  subject  of  rate  making.  While  we  have  almost  all 
kinds  of  valuations  made  by  the  different  utilities  in  the  United  States, 
ranging  from  the  investment  theory,  or  the  original  cost  of  the  utility, 
to  the  reproduction  new  less  depreciation,  which  includes  the  matter 
of  overhead  and  intangibles,  limited  only  by  the  imagination  of  those 
fixing  those  values,  I  feel  that  from  some  of  these  gentlemen  I  might 
be  able  to  obtain  some  information  that  would  be  of  great  value  to  us 
:n  fixing  the  rate  base  of  gas  utilities  in  our  state. 

There  is  one  additional  feature  to  which  I  desire  to  call  the  attention, 
of  the  members  of  this  Association,  and  that  is  the  question  of  the  return 
received  by  the  utility  from  gasoline.  As  you  are  all  aware,  within  the 
last  two  or  three  years  there  has  been  invented  or  developed  a  process 
which  takes  from  the  gas  a  product  called  gasoline.  This  does  not  di- 
minish in  quantity  to  any  noticeable  extent,  the  gas.  Neither  does  it 
diminish  to  any  noticeable  extent  the  heat  properties  of  the  gas ;  but 
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the  income  which  the  companies  derive  from  this  gasoline  is  enormous, 
amounting  in  our  state  to  millions  of  dollars. 

Now  the  question  is  whether  or  not  the  consumers  of  the  utility  are 
entitled  to  part  of  the  proceeds  derived  from  the  sale  of  gasoline. 
In  other  words,  should  it  be  considered  a  by-product  and  should 
the  consumers  have  the  benefit  of  the  •return  the  company  receives 
from  this  product  ? 

Those  are  the  two  questions  that  confront  and  have  confronted  our 
commission  for  the  past  two  or  three  years,  and  as  the  gas  is  becoming 
depleted,  the  gas  producing  territory  becomes  more  valuable,  and  the 
question  is  becoming  more  prominent. 

I  suggest  these  questions,  therefore,  in  order  that  I  may  receive 
some  information  that  may  be  of  benefit  to  us  in  determining  the  fair 
value  of  the  gas  utilities  in  \Yest  Virginia,  for  the  purpose  of  rate 
making. 

Mr.  JACKSON  :  I  might  say  that  I  understand  we  are  going  to  have 
a  report  handed  down  by  our  Commission  in  a  month  or  two,  that 
will  give  you  quite  a  little  information.  \Ye  have  a  street  car  company 
in  a  little  city  in  \\~isconsin  that  never  took  out  a  permit,  and  they 
have  notified  that  city  that  they  would  <juit  running  the  street  cars  by 
January  1st,  and  they  even  tried  to  give  a  quit  claim  deed  to  the  city. 
The  city  has  turned  them  down  and  so  last  week  they  offered  to  give  the 
street  car  system  and  tracks  and  equipment  to  the  city,  and  said  they 
would  supply  the  electricity  free,  if  they  would  continue  to  run  the 
system,  but  the  city  won't  take  it.  So  the  city  has  petitioned  our 
Commission  in  the  matter  and  we  are  to  hand  down  a  report  in  that 
connection  shortly. 

Mr.  HAVNES:  The  question  presented  by  the  gentleman  from 
\\Vst  Virginia  is  a  question  which  touches  what  I  considered  to  be  two 
of  the  most  important  questions  that  can  come  before  this  Convention. 
but  the  time  remaining  this  afternoon,  it  seems  to  me,  is  not  sufficient 
to  discuss  them. 

I  would  like,  however,  to  present  briefly  what  1  considered  to  be 
those  two  questions,  in  order  that  if  we  do  have  an  opportunity  to 
di-cu^s  them,  we  will  perhaps  be  prepared  to  present  our  respective 
views. 

The  situation  which  he  describes  with  reference  to  the  gas  least-  in 

West  Virginia,  and  on  which  there  was  no  original  cost,  but  only  an 

annual  rental,  and  which  are  now  valued  at  a  very  hiijh  ;i  alue. 

!<>se1y  analogous  to  the  situation  which  we  all  find  with  respect  to 

the  application  of  the  cost  of  reproduction  theory  of  valuation. 

I  want  to  make  this  statement,  which  1  consider  to  be  vital  to  the 
future  of  all  commissi,,ns.  and  that  is  that  if  the  court*  of  this  country 
continue  in  their  present  tendency  to  follow  the  principle  that  the 
utilities  shall  l.e  valued  on  the  cost  of  reproduction  th( 
depreciation,  using  their  present  costs  or  costs  over  a  five  or  ten  years 
average  unit  price,  that  tendency  will  do  more  than  anything  else  to 
break  down  the  confidence  of  the  public  in  the  regulation  of  public 


90  NATIONAL    ASSOCIATION    OF    RAILWAY 

utilities,  and  lead  ultimately  to  the  destruction  of  regulation,  or  to  the 
tying  of  the  hands  of  public  regulatory  bodies  to  the  point  where  their 
-efforts  in  behalf  of  the  public  will  become  virtually  worthless. 

I  do  not  care  to  go  into  that  any  further,  but  when  you  can  find  in 
an  ordinary  rate  case  that  75  per  cent  of  a  utility  plant  has  been 
constructed  prior  to  19i3,  we  will  say,  and  over  a  period  of  ten  years, 
from  1903  to  1913,  when  you  appraise  it  today  and  apply  a  five  year 
average  and  mid  that  you  are  attaching  to  that  75  per  cent  of  the 
property  of  that  utility  as  much  as  65  per  cent  as  added  investment 
in  cost,  or  if  you  apply  a  ten  year  average  that  you  arbitrarily  put  on 
an  added  investment  cost  of  25  to  30  per  cent,  you  are  on  a  pathway 
which  will  lead  ultimately  to  the  destruction  of  the  regulatory  system. 
I  make  this  prediction,  that  if  the  courts  continue  to  follow  the  cost 
of  reproduction  theory  for  a  period  of  ten  years,  the  courts  themselves 
will  reverse  themselves  and  adopt  the  investment  theory,  not  to  protect 
the  public  but  to  protect  the  utility  in  its  investment. 

I  think  that  is  one  of  the  very  important  questions  we  should  consider, 
and  I  think  this  organization  should  go  on  record,  not  as  standing  for 
this  or  that  method  of  valuation,  but  it  should,  for  the  purpose  of 
making  it  clear  that  regulation  itself  is  being  threatened  by  the  tenden- 
cies of  the  courts,  make  its  position  known  with  respect  to  the  arbitrary 
attachment  of  values  that  are  so  far  in  excess  of  investment  costs  that 
the  fair  value  rule  becomes  a  folly  and  is  ridiculous  to  present  even  to 
men  who  are  not  intelligent:  That  is  one  thing  which  I  think  we  should 
give  attention  and  consideration  to. 

The  other  matter  I  have  in  mind  I  will  postpone  discussing  because 
I  have  taken  too  much  time  already. 

PRESIDENT  ELMQUIST:  The  adjournment  hour  having  arrived,  the 
Chafr  wishes  to  announce  the  appointment  of  the  committee  that  was 
ordered  this  morning  to  consider  the  maintenance  of  Washington 
"Bureau.  Will  you  please  make  that  announcement,  Mr.  Secretary. 

SECRETARY  WALKER:  Mr.  President,  the  committee  to  report  on 
the  maintenance  of  the  Washington  Bureau,  has  been  appointed  as 
follows : 


COMMITTEE  ON  MAINTENANCE  OF  WASHINGTON 

BUREAU 

PAUL  P.  HAYNES — Indiana 
O.  O.  CALDERHEAD — Washington 
FREDERICK    J.    MACLEOD — Massachusetts 
WILLIAM  W.  POTTER— Michigan 
WALTER  A.  SHAW — Illinois 
JAMES  B.  WALKER — New  York 
R.  HUDSON  BURR — Florida 

Mr.  SHAW:     It  is  not  my  purpose,  Mr.  President,  to  find  any  fault 
-with  the  committee  announced,  or  with  the  purpose  of  the  committee 
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or  its  duties,  but  the  Solicitor  at  the  present  time  is  acting  in  a  dual 
capacity.  (  )riginally  he  was  employed  as  Solicitor  for  the  Valuation 
Committee,  and  that  authority  has  never  been  taken  away  from  the 
Valuation  Committee  by  this  convention. 

At  the  la>t  convention  his  duties,  so  to  speak,  were  enlarged  by  adding 
thereto.  Solicitor  for  the.  Association.  That  being  the  fact,  my  own 
notion  is,  while  you  have  included  in  this  list  some  of  the  Valuation 
COnimittee  members,  the  entire  Valuation  Committee  should  act  with 
this  committee,  because  we  have  our  work  to  take  into  consideration 
for  the  coming  year  by  whoever  may  be  appointed  by  that  committee. 

President  ELMQUIST:  The  Chair  understands  that  this  committee, 
appointed  pursuant  to  the  motion  adopted  will  deal  with  the  question 
of  the  maintenance  of  the  Washington  Bureau  in  considering  the  budget 
that  will  be  submitted,  and  in  making  recommendations  for  the  funds 
to  maintain  it.  I  grant  you,  Mr.  Shaw,  that  the  motion  adopted  at 
the  San  Francisco  Convention  of  1915,  vested  the  Valuation  Committee 
with  complete  authority  to  solicit  funds  and  to  employ  necessary  help, 
including  a  solicitor,  and  to  do  all  work  in  connection  therewith.  I 
do  not  regard  this  committee,  however,  as  being  at  all  a  substitute 
for  that. 

Mr.  SHAW  :  It  was  not  my  purpose  to  so  regard  it.  My  only  purpose 
was  to  bring  all  interested  parties  together  so  that  they  might  act  in 
harmony. 

President  ELMQUIST:  I  think  when  this  committee  acts,  that  the 
members  of  the  Valuation  Committee  should  also  join  with  them  in 
discussing  the  whole  problem. 

Mr.  Wm.  M.  SMITH  (Mich.):  Mr.  President,  I  do  not  rise  to 
make  any  motion,  but  the  Commission  from  Michigan  is  a  brand  new 
and  green  commission.  This  is  the  first  session  I  ever  attended,  and 
we  are  very  desirous  of  getting  all  the  information  possible  from 
those  who  have  had  more  to  do  with  these  matters  than  have  we. 

The  round-table  discussions  we  imagine  might  be  of  considerable 
benefit  to  us.  We  do  not  wish  to  find  any  fault  with  the  arrangement 
of  the  Executive  Committee,  and  possibly  their  arrangement  should 
stand,  but  the  subject  of  telephones  at  the  present  time  is  very  important 
and  in  Michigan  at  present  is  very  pressing;  and  then  there  is  the 
subject  of  the  street  railways  and  interurban  railways.  So  I  simply 
wish  that  I  might  ask  the  Executive  Committee  whether  it  might  not 
be  possible  to  have  the  two  round-table  discussions  on  those  two  subjects 
held  at  different  hours. 

It  seems  to  us,  when  these  men  come  from  all  over  the  United  States. 
that  when  two  subjects  of  the  importance  of  telephones  and  inter- 
nrl  an  and  street  railways  are  Ix'ing  disciisx,-<l  by  men  who  presumably 
have  full  information  about  them,  obtained  from  years  <.f  work  with 
those  utilities,  that  we  really  ought  to  be  entitled  to  an  opportunity  to 
listen  to  Ix.th  of  those  discu-sjniis.  I'o^JMy  that  cannot  be  arranged, 
and  if  not  I  li.ive  no  fault  to  find:  but  speaking  personally  for  Michigan. 
1  \\onld  say  if  the  Executive  Committee  could  arrange  matters  so  as 
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to  permit  us  to  attend  both  of  those  round-table  discussions,  I  would 
be  very  glad  to  have  you  do  it.  I  do  not  know  what  your  custom  is 
ut  working  nights.  \\V  would  he  very  glad  to  devote  one  evening 
to  those  subjects.  Wednesday  evening,  I  understand,  is  full,  but  if  that 
could  be  arranged  without  interfering  with  your  plans,  we  would 
appreciate  it  very  much. 

Mr.  r.rsitv  :  Mr.  President,  I  second  the  suggestion  of  the  gentle- 
man from  Michigan.  There  are  at  least  two  of  those  conferences  J  am 
very  anxious  to  attend.  I  think  his  suggestion  is  a  good  one  and  I 
believe  it  will  accomntodate  a  number  of  the  gentlemen  present  if  that 
could  be  done. 

President  ELMQUIST:  May  I  make  a  very  brief  statement?  When 
the  Executive  Committee  considered  the  round-table  conferences  yes- 
terday, it  decided  in  favor  of  having  three  of  them,  beginning  tomorrow 
afternoon  at  3  :30.  We  thought  that  the  Commissions  could  be  divided 
up  so  that  one  member  could  attend  one  conference  and  the  other  mem- 
ber the  other,  each  taking  notes  and  being  able  to  report  to  their  com- 
mission. 

\Ye  also  considered  the  possibility  of  holding  night  sessions,  and 
the  question  of  having  a  night  session  this  evening  was  considered.  It 
was  thought  that  a  great  many  of  the  commissioners  had  traveled  one, 
two  and  in  some  cases  three  nights  just  to  come  here,  and  perhaps  they 
would  be  too  weary  to  join  in  a  night  session  tonight.  However,  if  it  is 
the  will  of  this  convention  that  one  of  those  round-table  conferences 
be  held  tonight,  the  proper  thing  to  do  would  be  to  simply  offer  a  motion 
to  reconsider  the  action  of  the  Executive  Committee  upon  that  particular 
question,  and  dispose  of  it. 

Before  adjournment,  the  Chair  will  entertain  such  a  motion,  if  any 
member  is  disposed  to  make  it.  • 

Mr.  HAYNES:  Mr.  Chairman,  I  think  that  the  original  suggestion 
as  to  the  round-table  discussions  was  made  by  Mr.  Lewis,  Chairman  of 
our  Commission,  and  I  know  that  he  personally  considers  this  feature 
as  one  of  the  most  valuable  features  of  this  convention.  I  am  sure 
the  Indiana  Commission,  being  sponsor  for  the  suggestion,  would 
want  to  make  those  meetings  available  to  every  one  who  desires  to 
attend.  That  being  the  case,  I  would,  before  putting  the  motion,  ask 
if  it  would  be  agreeable  to  those  who  are  interested,  for  example,  in  the 
telephone  round-table  conference,  to  hold  that  conference  this  evening. 
Mr.  A.  C.  CLELAND  (Wash.):  Mr.  President.  I  don't  know  what 
the  others  have  done,  but  we  have  already  made  arrangements  for 
attending  another  meeting  this  evening,  and  I  believe  the  sense  of  the 
meeting  would  be  that  Thursday  evening  would  be  a  belt  CM-  evening 
than  tonight 

Mr.  BURR  (Fla.)  :    I  would  like  to  ask  Mr.  Haynes  a  question:  Is  it 
the  purpose  to  put  the  telephone  and  telegraph  subjects  together. 
Mr.  HAYNES:     I  understand  so. 
Mr.  BURR  :    That  is  what  I  would  like  to  have  done. 
President  ELMQUIST:     Yes,  that  is  one  subject,  Mr.  Burr. 
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Mr.  HAYNES:  Mr.  President,  it  is  entirely  up  to  the  convention  as 
to  which  night  they  prefer,  and  if  some  one  will  indicate  a  choice,  I  am 
sure  we  would  stand  sponsor  for  making  the  change  and  making  such 
arrangements  as  are  necessary  to  hold  a  conference. 

President  ELMQUIST:  How  many  members  of  this  convention 
would  prefer  to  divide  up  thi>  work  so  you  will  have  the  round-table 
discussions  held  at  different  times?  Those  in  favor  of  that  program 
will  please  raise  their  hands.  It  seems  to  be  practically  unanimous  that 
the  conferences  should  be  held  at  different  times,  so  that  each  member 
can  attend  both  conferences. 

The  way  is  now  paved  for  some  one  to  make  a  motion  to  reconsider. 

Mr.  SMITH  (Mich.)  :  Mr.  Chairman,  I  move  that  we  reconsider  the 
plan  of  holding  the  three  conferences  at  the  same  time. 

(  The  motion  was  seconded.) 

President  ELMQUIST  :  Motion  made  and  seconded  that  the  report 
of  the  Executive  Committee,  in  so  far- as  it  relates  to  the  round-table 
conferences,  be  reconsidered.  Is  there  any  discussion? 

( The  question  was  called  for  and  being  put  to  a  viva  voce  vote, 
unanimously  prevailed.) 

Mr.  LEWENBERG:  Mr.  President,  I  move  you  that  one  conference 
be  held  tomorrow  at  3  :30  o'clock,  and  that  the  President  arrange  for  a 
later  hearing  for  the  other  two  conferences,  to  be  announced  tomorrow. 

Mr.  TAYLOR  (  Neb.)  :  There  is  a  possibility  that  if  one  of  those 
conferences  is  postponed  until  Thursday  evening,  there  will  not  be 
enough  members  here  to  make  the  discussion  interesting.  I  believe 
it  ought  to  be  arranged  before  that  time.  It  is  perhaps  a  little  late 
to  arrange  now  for  tonight,  because,  as  one  gentleman  has  suggest ed, 
they  are  already  engaged  for  the  evening;  but  I  personally  am  fearful 
that  if  the  discussion  is  put  over  until  Thursday  night,  too  many  will 
be  gone  to  make  it  of  very  much  value.  For  that  reason,  if  an  hour 
prior  to  that  time  could  be  set,  I  think  it  would  be  much  better. 

President  KLMMUIST:  The  danger  of  having  the  conference  on 
Thursday  night  is  this:  if  we  should  finish  the  consideration  of  the 
regular  reports  upon  Thursday,  it  would  be  extremely  difficult  to  hold 
the  members  over  for  a  night  conference.  Therefore  the  Chair  suggests 
if  you  arc  gnini;  to  hold  a  round-table  conference  at  a  night  session. 
that  it  ought  to  be  done  tonight. 

Mr.  AITCIIISON:  Mr.  President,  may  I  suggest  that  the  Illinois 
Classification  Case  is  to  be  heard  before  the  Interstate  Commerce 
Commission  at  Washington  on  Saturday.  Quite  a  number  of  members 
have  indicated  a  desire  to  hear  that  argument,  and  they  will  have  to 
len\e  not  later  than  Thursday  evening  in  order  to  be  in  Washington  in 
time  for  the  argument. 

Mr.  SMITH  (  Mich.)  :  Mr.  Chariman.  I  do  not  wi<h  to  make  a  motion 
but  would  it  be  proper  to  find  out  how  many  could  attend  a  conference 
tonight  at  8  o'clock. 

President  ELMQUIST:    I  will  do  that. 
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(The  ballot  as  taken  by  the  raising  of  hands,  showed  23  to  10  in 
favor  of  a  conference  Tuesday  evening.) 

President  ELMQUIST  :  The  Chair  will  take  the  vote  as  indicative  of 
'sentiment  that  the  Telephone  and  Telegraph  Conference  be  held 
tonight.  Will  you,  Mr.  Smith,  make  a  motion  that  the  round-table 
conference  on  Telephone  and  Telegraph,  be  held  in  this  room  at 
8 :00  o'clock  tonight  ? 

Mr.  SMITH  (Mich.)  :     I  make  such  a  motion,  Mr.  Chairman. 

(The  motion  was  seconded  and  unanimously  adopted  by  a  viva  vote 
vote.) 

Mr.  WEBSTER  (Iowa)  :  Mr.  President,  I  have  something  in  my  sys- 
tem that  I  want  to  get  rid  of,  and  it  will  not  take  me  very  long. 

I  want  to  say,  as  to  this  Appropriations  or  Maintenance  Committee 
that  Iowa  has  been  very  much  dissatisfied  with  the  way  that  has  been 
financed.  The  fact  of  the  matter  is,  some  states  give  nothing,  some  fifty 
dollars,  and  others  what  they  please.  Iowa,  I  believe,  gives  one 
thousand  dollars,  and  some  of  the  other  states  the  same.  Now,  I  hope 
that  the  Appropriation  or  Maintenance  Committee  will  take  this  matter 
under  consideration  and  make  these  other  fellows  come  across,  the  same 
as  we  do.  If  we  are  going  to  maintain  this  bureau  at  Washington  we 
want  to  maintain  it  in  style. 

I  was  ashamed  the  first  time  I  was  there,  to  find  it  in  an  old  back 
room  in  a  brick  building  that  was  not  fit  to  be  a  corner  grocery  store. 
Let  us  maintain  it  the  way  it  should  be  if  we  are  going  to  maintain  it, 
and  all  chip  in  alike  on  a  50-50  basis.  I  do  not  like  to  give  any  less  or 
any  more  than  the  other  fellow,  and  for  that  reason  I  hope  the  Com- 
mittee will  take  the  matter  under  consideration. 

(Announcement  of  the  time  and  place  of  committee  meetings,  by  Mr. 
Haynes,  foHowed,  after  which,  at  5:15  o'clock  P.  M.,  Tuesday,  O<j- 
ober  14,  1919,  the  Convention  adjourned  to  reassemble  at  10:00  o'clock 
A.  M.,  October  15,  1919.) 
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Morning  Session 
Assembly  Room,  Claypool  Hotel, 

Wednesday,  October  15,  1919 
10:30  o'clock  A.  M. 

President  ELMQUIST:     Gentlemen,  you  will  please  come  to  order. 

I  wish  to  offer  an  apology  for  calling  the  session  a  few  minutes  late 
this  morning.  The  round-table  conference  on  the  Telephone  and  Tele- 
graph situation  occupied  this  room  until  1 1  :30  last  night,  and  they  be- 
came so  much  interested  in  the  program  that  I  understand  they  ad- 
journed to  another  time. 

There  was  also  another  committee  meeting  this  morning  on  another 
problem,  so  that  while  we  may  not  meet  promptly  at  10:00  o'clock,  I 
want  you  all  to  understand  that  the  Convention  has  been  working. 

The  unfinished  business  is  the  further  discussion  upon  the  report  on 
the  rates  of  public  utilities  companies.  Is  there  anything  further  to  be 
said  upon  that  question? 

Mr.  SHAW:  I  think  perhaps  there  are  one  or  two  points  I  should 
clear  up  as  a  result  of  my  statement  yesterday. 

I  made  the  statement  that,  in  the  Chicago  situation  on  the  surface 
lines  there,  by  reason  of  the  operation  of  the  8  per  cent  set  aside  from 
gross  earnings  to  cover  depreciation,  there  was  now  approximately 
$9,000,000  in  the  fund.  The  question  was  asked  me  what  became  of 
the  fund,  and  I  think  that  I  did  not  answer  fully. 

By  the  provisions  of  the  ordinance,  the  city  has  the  right  to  purchase 
these  lines  at  the  agreed  valuation  at  the  end  of  twenty  years,  or  1927; 
and  under  the  ordinance  whatever  cash  is  in  the  fund  would  ^o  to  the 
city.  In  other  words,  the  cash  goes  with  the  property. 

Another  question  was  asked  me,  whether  or  not  any  of  this  fund 
could  he  used  for  additions  and  betterments.  When  I  answered  no.  I 
had  in  mind  the  provisions  of  the  city's  franchise  ordinance.  (  hir  Com- 
mi-^jon  takes  the  position  that  under  the  Act.  and  by  some  recent  de- 
cision^ of  the  Supreme  Court  of  the  State  of  Illinois,  the  Illinois 
Comrm'sMnn  would  have  full  authority  to  authorize  the  company  to 
<\\  from  the  fund  temporarily  for  tlx-  purpose  of  niakii.  ions 

operty;  and  while  we  have  not  entered  an  order,  we  have  ten- 
tatively  suggested    that    if    Mich    an    application    was   made   we   would 
authorize  the  company  to  borrow  from  the  fund  for  extensions  of  the 
;tv. 

President  KI.MOUIST  :  Any  further  rmiarks  upon  the  report,  If 
not.  we  will  consider  that  order  of  business  closed. 

The  Chair  will  recognize  Mr.  Finn. 
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RESOLUTION  AS  TO  PRESIDENT  WILSON 

Mr.  LAURENCE  B.  FINN  (  Ky. )  :  Mr.  President,  in  pursuance  of  a 
recommendation  contained  in  the  Annual  Address  of  the  President, 
I  have  prepared  and  now  offer  the  following  resolution: 

"\\  HEREAS,  the  National  Association  of  Railway  and  Utilities  Commissioners 
in  convention  assembled  must,  from  the  nature  of  discussions  entered  into, 
be  frequently  reminded  of  the  President  of  the  United  States,  whose  illness 
has  caused  the  wide  world  to  watch  with  bated  breath  the  progress  of  his 
recovery;  now. 

"THEREFORE,  Be  it  resolved  that  we  hereby  express  our  deep  anxiety  for  the 
welfare  of  our  beloved  President  and  as>ure  him  and  those  who  love  him  that 
our  prayers  are  joined  with  the  prayers  of  millions  that  he  may  speedily  recover." 

Mr.  GREENWOOD  (Utah)  :      Mr.  President,  I  second  that  motion. 
(The  motion  was  adopted  by  a  unanimous  rising  vote.) 

President  ELMOUIST:  The  next  report  will  be  that  of  the  Com- 
mittee on  Railroad  Service.  Accommodations  and  Claims.  Mr.  Maxwell, 
of  North  Carolina,  will  present  the  report. 

(In  the  absence  of  Chairman  Charles  C.  Marshall,  (Ohio),  Mr.  A. 
J.  Maxwell  (N.  C.)  read  the  report  as  follows:) 


REPORT  OF  COMMITTEE  ON   RAILROAD   SERVICE, 
ACCOMMODATIONS  AND  CLAIMS 

To  the  National  Association  of  Railway  and   Utilitcs  Commissijners: 

Inquiries  made  by  your  Committee  through  the  Commissions  of  the 
various  states,  disclose  that  owing  to  jurisdiction  being  limited  largely 
to  acting  in  an  advisory  capacity  to  officers  of  the  Federal  Railroad  Ad- 
ministration, state  authorities  have  been  unable  to  accomplish  as  much 
as  might  be  hoped  for  with  reference  to  an  improvement  surrounding 
railroad  service  and  accommodations,  and  the  handling  of  the  railroads 
during  the  past  year. 

During  the  war  period,  all  Commissions  gave  hearty  acquiescence  to 
the  request  of  federal  authorities,  that  capital  issues  be  curtailed  and 
improvements,  except  such  as  were  absolutely  essential,  be  held  in 
abeyance,  that  all  available  capital  might  be  released  for  war  purposes, 
and  all  possible  material  and  labor  conserved  for  war  needs.  These 
restrictions  applied  especially  to  station  buildings,  new  terminals  and 
additional  sidetrack  facilities. 

While  almost  a  year  has  elapsed  since  the  signing  of  the  armistice, 
a  great  many  conditions  which  prevailed  during  the  war  still  exist,  and 
a  period  of  several  years  will  probably  be  required  to  bring  about 
some  of  the  improvements  halted  during  the  war  period.  This  condi- 
tion is  particularly  true  in  situations  where  capital  expenditures  are 
involved,  owing  to  the  hesitancy  of  corporate  officers  and  directors  to 
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authorize  capital  outlays,  pending  the  ultimate  solution  by  Congress  of 
the  problem  of  future  railroad  control. 

As  a  result,  largely,  of  the  efforts  of  officers  of  this  Association,  the 
Director  General  on  February  20,  1919,  issued  his  General  Order  No. 
58,  instruction  officials  of  the  Railroad  Administration  to  recognize  the 
authority  of  State  Commissions  in  such  matters  as  spur  tracks,  rail- 
road crossings,  safety  appliances,  train  service,  station  facilities,  and 
matters  of  local  service.  Under  this  Order,  the  Commissions  are 
gradually  causing  to  be  restored  to  normal  conditions,  service  and  facil- 
ities in  connection  with  operation,  which  were  curtailed  during  the  war 
period,  but  njuch  remains  to  be  .done,  especially  with  respect  to  the 
restoration  of  passenger  train  service,  and  the  class  of  improvements 
which  involve  expenditure. 

PASSENGER  TRAIN  SERVICE 

With  respect  to  restoration  of  train  service,  particularly  on  branch 
lines,  the  attitude  of  railroad  officials  has  been  generally  that  the  trains 
which  were  discontinued,  were  those  which  were  the  least  profitable, 
and  in  fact  unprofitable,  and  that  therefore,  these  trains  should  not  be 
restored.  While  these  contentions  as  to  unprofitableness,  are  in  many 
instances  true,  the  convenience  of  the  public  has  frequently  been  over- 
looked. The  reasonable  convenience  of  the  public,  to  whom  the  carrier 
owes  its  first  duty,  should  be  the  determining  factor  in  such  matters. 
Even  though  the  passenger  revenue  derived  from  a  particular  train  on 
a  branch  line  may  not  indicate  a  profit,  it  will  generally  be  found  that 
the  total  revenues  of  all  kinds  received  from  traffic  on  the  branch,  will 
amply  justify  the  operation  of  passenger  trains  as  a  convenience  of  the 
public.  The  operation  of  passenger  trains  for  the  reasonable  con- 
venience of  the  public,  is  a  part  of  the  price  which  the  carrier  should 
justly  pay  for  the  privilege  of  enjoying  the  generally  profitable  freight 
business  of  a  branch  line. 

PACKAGE  FREIGHT 

With  reference  to  the  handling  of  package  freight,  there  appears  to 
be  some  conflict  of  opinion  as  to  the  results  obtained  by  the  "Sailing 
Day"  plan  inaugurated  by  the  Railroad  Administration,  and  which 
later  curtailed  to  a  large  degree.  In  most  instances  where  the  plan 
proved  a  failure,  it  was  probably  due  to  inadequate  freight  house  term- 
inal and  transfer  facilities,  which  continues  to  be  the  biggest  problem 
to  contend  with  in  the  handling  of  package  freight.  Considerable  ob- 
jection is  made  against  delays  occasioned  by  holding  package  shipments 
until  a  minimum  weight  of  10,000  pounds  has  accumulated.  II 
ever,  in  order  to  properly  conserve  equipment,  it  is  doubtful  if  this 
tice  should  properly  be  discontinued. 

The  estal>lNm*ent  of  more  refrigerator  car  lines  on  way-freight 
runs,  should  lie  encouraged  in  every  possible  way.  The  "War  Gardens 
Campaign"  demonstrated  that  in  country  districts  and  small  towns 
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large  quantities  of  garden  products  are  wasted  on  account  of  over  pro- 
duction while  city  folks  are  paying  high  prices  for  such  products  at 
market  stands  and  grocery  stores.  Commissions  in  the  various  States 
might  properly  co-operate  with  the  State  Agricultural  and  Marketing 
Departments,  with  view  of  having  refrigerator  car  lines  established, 
in  order  to  get  the  excess  overproduction  of  perishable  food  stuffs  to 
populous  centers. 

ABANDONMENT  OF  STATIONS  AND  BRANCH  LINES 

The  closing  of  stations  and  the  abandonment  of  unprofitable  lines, 
both  steam  and  electric,  constitute  a  class  of  cases  which  appear  to  be 
steadily  increasing  before  many  Commissions.  The  reported  decisions 
indicate  that  all  Commissions  grant  the  desired  authority  in  such  cases 
only  with  the  greatest  reluctance,  and  after  showing  is  made  of  hope- 
less insolvency  or  long  continued  operation  at  a  loss. 

A  carrier  should  be  permitted  to  forego  its  obligations  to  the  public 
only  in  cases  of  the  most  extreme  urgency,  and  it  is  needless  to  say  that 
the  caution  displayed  by  all  Commissions  with  respect  to  such  cases, 
is  to  be  highly  commended. 

CLAIMS 

Claims  for  loss  and  damage,  and  overcharges,  while  apparently  be- 
ing handled  more  expeditiously  on  the  part  of  some  carriers,  continue 
to  be  a  constant  source  of  annoyance  and  friction  with  others.  Over- 
charge claims  as  in  the  past,  are  occasioned  largely  through  failure  of 
agents  and  rate  clerks  to  properly  revise  billing.  It  appears  a  hopeless 
matter  for  agents  at  small  stations  to  keep  their  tariff  files  in  proper 
order,  making  it  impossible  to  keep  in  touch  with  the  current  rates, 
even  if  the  agent  possesses  sufficient  knowledge  to  interpret  a  tariff. 
Some  of  the  more  progressive  lines  have  a  corps  of  tariff  inspectors 
employed,  whose  duty  it  is  to  visit  all  stations  frequently  for  inspection 
of  the  tariff  file,  and  to  instruct  agents  and  rate  clerks  in  the  proper 
use  of  such  tariffs.  This  work  is  to  be  commended  in  every  way,  as 
enabling  employes  to  make  correct  quotations  to  the  public,  and  elim- 
inating a  large  number  of  overcharge  claims. 

Complaints  are  made  in  some  sections,  of  refusal  of  certain  carriers 
to  join  with  shippers  in  reparation  claims,  unless  claimant  can  furnish 
proof  of  actual  financial  loss,  the  practice  resulting  in  some  instances, 
in  injustices  to  claimants. 

Complaint  is  also  made  that  numerous  carriers  are  going  back  in 
their  records,  over  a  period  of  several  years,  and  digging  up  under- 
charges of  all  kinds,  and  presenting  bills  for  collection.  This  entails 
in  most  instances,  a  severe  hardship  on  former  consignees,  who  had  no 
knowledge  of  the  fact  that  their  freight  bills  were  incorrect,  and  who 
cannot  now  collect,  in  turn,  by  deducting  from  the  invoice  or  adding  to 
the  selling  price  of  the  merchandise  involved.  The  enactment  of 
statutes  of  limitation,  fixing  a  reasonable  time  within  which  under- 
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charge  claims  may  be  collected,  would  appear  to  be  a  proper  matter 
for  serious  consideration  on  the  part  of  legislative  bodies. 

SANITARY  CONDITIONS 

Public  Health  Officials  and  physicians  of  prominence,  have  issued 
country-wide  warnings  of  the  danger  of  a  recurrence  of  the  influenza 
epidemic,  during  the  coming  winter  and  spring.  Railway  stations  and 
waiting  rooms,  and  passenger  coaches,  where  large  numbers  of  people 
necessarily  congregate,  offer  a  fertile  field  for  the  dissemination  of  the 
germs  of  this  dread  malady.  Your  Committee  respectfully  urges  upon 
all  Commissions,  the  propriety  of  immediate  action,  with  the  view  of 
having  all  station  buildings  placed  and  kept  in  proper  sanitary  condi- 
tion. It  is  further  urged  that  after  consultation  with  the  health  officials 
of  your  states,  instructions  be  issued  to  railroads,  to  be  promulgated  to 
all  agents,  as  to  proper  care  of  waiting  rooms,  with  respect  to  ventila- 
tion, heating,  disinfectants,  etc.,  with  the  view  of  minimizing  the  chances 
for  the  spread  of  this  dread  scourge,  which  last  year  exacted  such  a 
large  toll  of  human  life. 

Your  Committee  realizes  that  there  is  a  very  large  number  of  sub- 
jects which  might  properly  be  given  consideration  in  reports  of  this 
kind.  However,  we  find  that  the  reports  submitted  by  committees  at 
previous  conventions  have  thoroughly  covered  the  ground  in  exhaus- 
tive detail,  and  to  go  into  such  detail  here,  would  be  mere  repetition. 
We  have  in  this  report,  endeavored  to  cover  only  some  of  the  more 
important  things  which  developed  in  the  Committee's  survey.  It  is  our 
hope  that  some  of  the  matters  mentioned  may  prove  helpful. 

Respectfully  submitted, 
Committee  on  Railroad  Service,  Accommodations  and  Claims. 


Mr.  MAXWELL  (N.  C.) :  Mr.  President,  I  want  to  express  my  ap- 
preciation of  the  work  of  the  chairman  of  the  committee,  in  drafting 
this  report  for  the  committee.  There  are  a  number  of  suggestions  in 
there  that  seem  to  me  are  practical  and  may  be  helpful. 

I  believe  also  that  I  might  commend  hi<  wisdom  in  not  undertaking 
himself  a  suggestion  on  the  big  thing  there  is  involved  in  the  matter 
of  railroad  accommodation  and  service,  and  that  is  the  problem  as  to 
where  the  nmnev  is  mining  from  to  furnish  them. 

I  move  you,  Mr.  President,  that  the  report  In-  received  and  filed. 

(The  motion  was  seconded  by  Mr.  Finn  of  Kentucky,  and  adopted 
unanimous  viva  voce  vote.) 

President  Ki.MQUiST:  Is  the  report  of  the  Capitalization  and  Inter- 
< 'orporau-  Relations  Committee  ready? 
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RESOLUTION  TO  PRESIDENT  WILSON 

Mr.  A.  E.  HELM  (  Kans. )  :  Mr.  Chairman,  I  notice  what  to  me  ap- 
pears to  be  a  rather  important  omission  in  the  resolution  offered  by 
Mr.  Finn,  and  adopted  by  a  standing  vote  of  the  convention.  There 
is  no  provision  in  that  resolution  for  transmitting  a  copy  or  any  in- 
formation* concerning  the  action  of  this  association,  to  the  secretary  of 
the  President,  or  anyone  else,  and  if  I  may,  1  will  move  at  this  time  that 
the  Secretary  of  the  Association  be  directed  to  telegraph  the  action 
of  this  Convention  to  Secretary  Tumulty. 

President  ELMQUIST  :  That  will  be  taken  as  the  sense  of  the  Conven- 
tion, Judge.  I  am  very  glad  you  called  our  attention  to  it. 

Is  the  report  of  the  Capitalization  and  Inter-Corporate  Relations 
Committee  ready?  If  not,  is  the  report  of  the  Committee  on  Statistics 
and  Accounts  of  Public  Utilities  Companies  ready? 

Mr.  CALDERHEAD,  you  have  that  report,  I  believe. 

STATISTICS  AND  ACCOUNTS  OF  PUBLIC  UTILITIES 

COMPANIES 

Mr.  O.  O.  CALDERHEAD  (Wash.)  :  Mr.  Chairman  and  gentlemen  of 
the  Convention :  There  is  no  report  from  the  Committee  on  Statistics 
and  Accounts  of  Public  Utilities  Companies,  and  in  explanation  rather 
than  -excuse,  I  will  say  that  on  account  of  the  extraordinary  amount  of 
work  imposed  on  the  statisticians  and  rate  clerks  of  the  various  com- 
missions, they  were  unable  to  draft  a  uniform  system  of  accounts  as 
suggested  by  the  Convention. 

A  letter  from  the  Chairman  addressed  to  Mr.  Elmquist,  will  probably 
give  the  best  explanation.  I  will  read  it  because  it  is  only  a  page : 

"The  Committee  on  statistics  and  accounts  of  public  utility  companies 
had,  as  you  suggested,  planned  to  present  to  this  year's  convention  of 
the  Association  a  report  on  uniformity  of  classifications  of  accounts 
and  report  forms  for  gas  and  electric  companies  with  the  purpose  in 
mind  of  attempting  to  bring  closer  together  the  classifications  and 
forms  prescribed  by  the  various  state  commissions.  In  preparing  this 
report  it  was  planned  to  secure  the  cooperation  of  the  gas  and  electric 
associations  which  have  had  committees  working  for  a  number  of  years 
along  these  lines.  These  associations  were  not  only  willing,  but  anxi- 
ous to  assist  in  every  way  possible.  Unfortunately,  events  beyond 
our  power  have  prevented  the  carrying  out  of  the  work  as  planned,  so 
that  the  committee  is  not  in  a  position  to  offer  to  the  convention  any 
report  for  this  year. 

"This  is  greatly  to  be  regretted  for  the  attempt  to  secure  uniformity 
has  already  been  too  long  delayed.  With  different  statistical  and 
accounting  requirements  effective  in  the  various  states  the  commissions, 
utilities  operators,  investors,  and  economic  students  are  all  deprived 
of  the  great  advantage  that  would  accrue  from  the  common  store  of 
comparable  data  covering  practically  all  the  utilities  in  the  country, 
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which  would  exist  had  the  classifications  of  accounts  and  forms  of 
report  of  the  various  state  commissions  been  uniform.  The  lack  of 
uniformity  at  the  present  time  works  an  especially  great  hardship  on 
the  companies  operating  or  owning  utilities  in  a  number  of  states  in 
which  the  statistical  and  accounting  requirements  may  be  so  different 
that  the  parent  company  can  not  even  compare  the  operations  of  its 
own  plants,  except  by  making  minute  sub-divisions  of  the  accounts 
and  statistics  prescribed. 

"The  longer  the  effort  to  obtain  uniformity  is  delayed,  the  harder 
it  becomes  to  induce  the  several  state  commissions  to  make  changes  in 
their  requirements,  since  the  longer  the  period  over  which  the  store 
of  data,  built  up  under  the  system  it  has  in  effect,  has  been  accumulat- 
ing, the  less  inclined  the  commission  is  to  discard  that  fund  even  in 
part  by  making  changes  of  requirements  under  which  it  has  been 
collected. 

"For  these  reasons  I  believe  that  if  any  attempt  is  ever  to  be  made 
to  secure  greater  uniformity,  it  should  be  started  at  once.  If  it  is  not 
too  presumptious  on  my  part,  I  beg  to  suggest  that  as  the  quickest 
way  to  get  action  you  recommend  to  the  Association  at  the  approaching 
convention  that  a  small,  special  committee  be  appointed  directed  to 
act  jointly  with  committees  representing  the  utility  associations,  to 
draw  up  plans  for  a  scheme  of  ultimate  uniformity  of  classification 
of  accounts  and  report  forms  and  to  make  recommendations  to  the 
individual  commissions  in  accordance  with  such  plans. 

"I  am  offering  this  suggestion  personally  rather  than  for  the 
Committee  on  Statistics  and  Accounts  of  Public  Utilities  Companies. 

Very  truly  yours. 
C.  E.  Schreiber." 


If  it  is  not  out  of  order.  I  would  like  to  suggest  that  the  best  means 
•  •I  ^-curing  uniformity  of  accounts  and  report  forms,  would  be  for  the 
chairman  of  the  Convention  to  appoint  a  committee  to  communicate 
with  all  state  commissions,  requesting  that  they  forward  to  the  committee 
copies  of  their  requirements  of  tlu-sr  utilities  and  their  annual  report 
forms,  with  a  view  of  harmonizing,  if  po^ible.  the  requirements  of 
each  state  commission.  I  believe  if  a  committee  of  that  kind  is 
appointed  and  communicates  with  the  various  electrical  and  gas  utilities, 
and  street  car  companies  that  it  will  only  he  a  short  time  until  uniform 
accounts  can  he  secured  ;  but  I  doubt  if  a  committee  appointed  by  this 
Convention  can.  without  the  assistance  of  the  various  states,  secure 
uniformity. 

President  KI.M<JUIST:  Do  you  move  tin-  appointment  of  a  committee 
by  the  cli; 

Mr.  CALDERHEAD:  If  it  is  permissible.  I  move  the  appointment  of 
a  committee  of  five  or  seven  data  from  the  various  commis- 
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sions  as  to  their  report  forms  and  requirements  of  these  utilities.  I  do 
this  for  the  reason  that  practically  every  electrical  utility  operates  in 
more  than  one  state,  and  there  should  be  uniformity  throughout  the 
United  States,  if  possible,  in  these  annual  reports  and  statistical  data. 

President  ELMQUIST:  \Wbuld  you  not  go  further  and  suggest 
that  this  committee  be  authorized  to  prescribe  a  uniform  report  form, 
and  recommend  it  to  the  states  for  their  adoption? 

Mr.  CALDERHEAD:  I  think  that  that  would  naturally  follow,  that 
they  would  do  that,  yes,  sir. 

President  ELMQUIST:  Gentlemen,  you  have  heard  the  reading  of 
the  report  which  was  sent  in  by  Mr.  Schreiber,  the  Chairman  of  the 
Committee,  and  you  have  also  heard  the  motion  made  by  the  gentleman 
from  Washington,  that  the  Chair  appoint  a  committee  of  five  or  seven 
to  gather  information  and  to  make  its  recommendations  to  the  several 
state  commissions.  The  constitution  provides  that  all  committees 
shall  consist  of  seven  members,  so  I  take  it  that  you  desire  to  have  a 
committee  of  seven  appointed,  Mr.  Calderhead. 

Mr.  CALDERHEAD:    Yes. 

President  ELMQUIST:     Does  that  motion  receive  a  second. 

Mr.  WILLIAM  T.  LEE  (N.  C.)  :     I  second  the  motion,  Mr.  Chairman. 

(The  motion  was  put  to  a  viva  voce  vote,  and  unanimously  prevailed.) 

President  ELMQUIST:  The  motion  is  carried  and  the  Chair  will 
announce  the  names  of  that  committee  during  the  day. 

President  ELMQUIST.:     Are  you  ready  with  the  report  on  Valuation  ? 

Mr.  WALTER  A.  SHAW  (111.)  :  I  believe  so,  Mr.  Chairman.  While 
the  report  is  being  distributed,  gentlemen,  let  me  say  that  the  Interstate 
Commerce  Commission  to  date  has  made  tentative  findings  in  several 
cases,  one  being  the  Texas  Midland,  and  one  a  southern  road  known 
as  the  A!.  B.  &  A.  Heretofore  the  Association,  and  especially  the 
Valuation  Committee,  has  always  taken  the  position  with  the  Interstate 
Commerce  Commission,  that  there  should  be  no  finding  of  ultimate 
value.  In  the  Texas  Midland  decision,  the  Interstate  Cpmmerce 
Commission  indicated,  and  in  fact  said  that  in  future  proceedings 
they  would  make  a  finding  as  to  ultimate  value,  and  that  they  would 
give  opportunity  to  all  parties  to  be  heard. 

I  think  I  may  state,  inasmuch  as  the  Chairman  of  the  Commission 
is  here,  and  I  will  be  breaking  no  confidence,  that  the  Interstate  Com- 
merce Commission  sent  out  notices  that  arguments  would  be  heard  on 
the  question  of  the  finding  of  ultimate  value  perhaps  the  first  week  in 
January,  1920.  Is  that  correct,  Mr.  Aitchison? 

Mr.  AITCHISON:  The  briefs  in  the  case  are  to  be  filed  by  the  6th 
of  December,  at  any  rate  the  early  part  of  December,  and  all  briefs 
are  to  be  filed  simultaneously.  The  cases  will  be  heard  on  the  oral 
argument  docket  of  the  Commission  at  the  beginning  of  the  January 
calendar. 

Mr.  SHAW:  If  I  may  be  allowed  to  use  a  slang  expression,  I 
believe  this  will  be  the  "big  show"  of  all  the  proceedings  we  have  had 
before  the  Interstate  Commerce  Commission,  and  it  would  be  helpful 
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to  the  Valuation  Committee  if  the  states  would  come  in  and  help. 
During  the  fore  part  of  the  season  when  the  Interstate  Commerce 
Commission  had  set  a  date  for  hearing  the  argument,  I  think  some  time 
in  June,  the  solicitor  sent  out  notice  to  all  the  states  and  invited  help 
and  suggestions  to  the  Committee,  and  also  urged  upon  them,  if  they 
saw  fit,  that  they  should  be  represented  by  their  own  counsel  to  take 
part  in  the  oral  argument,  or  file  independent  briefs.  I  take  this 
opportunity,  therefore,  to  again  impress  upon  you  the  cooperation 
suggested  by  our  solicitor  in  notifying  you  of  the  argument  on  ultimate 
value,  last  June. 

Gentlemen,  this  is  important.  I  have  no  doubt  that  whatever  the 
Interstate  Commerce  Commission  decides  as  a  result  of  the  arguments 
to  be  held  in  January,  in  which  briefs  are  to  be  filed  in  December,  will 
be  taken  as  a  precedent  *by  the  Interstate  Commerce  Commission,  so 
whatever  suggestions  the  states  may  have,  or  whatever  they  care  to 
lay  before  the  Interstate  Commerce  Commission  should  be  done  at 
this  first  hearing. 

I  will  proceed  now  to  read  the  report. 


REPORT  OF  VALUATION   COMMITTEE 

To  the  National  Association  of  Railway  and  Utilities  Commissioners: 

Since  the  last  annual  convention  there  has  been  a  positive  change 
of  sentiment  as  to  the  physical  valuation  of  railways.  Apparently 
all  interested  parties  are  now  agreed  that  this  work  should  be  com- 
pleted as  soon  as  possible.  This  thought  was  freely  expressed  by 
all  the  members  of  the  conference  called  by  the  Chamber  of  Com- 
merce of  the  United  States  to  consider  railroad  legislation.  It  i- 
reflected  in  bills  which  have  been  introduced  at  the  present  session  of 
Congress.  All  measures  looking  tov/ard  a  guaranteed  rate  of  return 
upon  the  properties  or  control  of  the  excess  earnings  recognize  that 
this  work  must  be  finished  and  that  there  can  be  no  stable  basis  of 
rates  until  the  physical  value  of  the  properties  for  rate  making  pur- 
poses is  known. 

All  advocates  of  the  Plumb  plan  or  any  other  form  of  government 
ownership  recognize  that  the  value  of  the  properties  must  be  ascer- 
tained, and  a  large  number  of  people  will  reserve  judgment  as  to 
the  wisdom  of  government  ownership  until  something  is  known  rela- 
tive to  the  amount  of  money  which  it  will  take  to  purchase  the 
properties.  Naturally,  some  impatience  is  felt  over  the  cost  of  the 
work  and  the  length  of  time  which  it  is  taking  to  do  it.  This  comes 
from  those  who  do  not  realize  its  difficulties  owing  to  great  obstacles 
which  have  been  encountered,  especially  during  tin-  « 

Thus  any  suggestions  hereafter  made  looking  to  the  alundment, 
or  even  the  postponement.  <>t  this  important  governmental  achievement 
may  be  regarded  as  purely  academic. 
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In  the  last  annual  report  the  Committee  used  the  following  language : 

"The  Coming  year  will  be  one  of  great  activity.  The  work  of  the  Bureau 
of  Valuation  is  fast  rounding  into  shape,  and  a  large  number  of  tentative 
reports  will  be  issued  covering  large  as  well  as  small  systems  of  railroad." 

That  statement  was  made  in  good  faith  and  was  based  upon  the 
information  which  the  Committee  then  had. 

The  work  of  the  field  and  engineering  forces  has  made  good  prog- 
ress, but  no  decision  has  been  made  by  the  Commission  upon  any 
valuation  case  this  year. 

Evidence  was  taken  in  the  cases  of  the  Kansas  City  Southern  and 
the  Elgin,  Joliet  &  Eastern  railroads,  arguments  being  made  to  the 
Commission,  and  the  cases  have  been  finally  submitted.  Your  Com- 
mittee participated  in  the  hearing  and  arguments.  The  decision  in 
the  Kansas  City  Southern  case  will  be  handed  down  this  week. 

In  the  Elgin,  Joliet  &  Eastern  case  the  Public  Utilities  Commission 
of  Illinois  submitted  a  brief  and  argument  which  is  a  distinct  con- 
tribution to  valuation  literature. 

The  particular  subject  to  which  we  have  reference  is  that  of  shrink- 
age. At  page  8  of  the  engineering  report  of  this  railway  it  is  stated: 

,"An  estimate  of  ten  per  cent  has  been  added  as  the  probable  average  amount 
of  shrinkage  in  the  volume  of  the  fills  from  the  amount  originally  measured 
in  excavation." 

This  rule  has  been  adopted  by  the  Bureau  of  Valuation.  The  posi- 
tion of  the  Illinois  Commission  may  be  concisely  stated  by  quoting 
from  a  note  appearing  on  page  20  of  its  brief,  as  follows : 

"Shrinkage...  Note. — So  doubtful  is  the  claim  that  earth  placed  in  a  railroad 
embankment  will  shrink  to  less  than  the  volume  occupied  by  it  in  the  original 
bed  that  it  was  decided,  if  possible,  to  find  the  basis  upon  which  rested  the 
theory.  Jo  this  end  all  available  material  in  the  libraries  of  Chicago  was 
canvassed  with  the  results  set  forth  in  the  following  pages. 

Strikingly    outstanding    are 

(1)  the  lack  of   experimental   data  on  the   subject 

(2)  the  pronounced  disagreement  among  writers,  not  only  as  to  the  amount 
but  as  to  the  very  existence  of  such  shrinkage,  and 

(3)  the  wide   influence   of   the   experiments   of    Ellwood    Morris. 

While  there  is  not  the  slightest  desire  to  belittle  the  results  of  Mr.  Morris, 
nevertheless  it  seems  clear  his  experiments  were  upon  such  a  small  scale  and 
so  lacking  in  the  detail  essential  to  accurate  findings  that  they  cannot  now, 
after  three-quarters  of  a  century,  be  properly  used  in  determining  a  question 
of  such  magnitude  as  that  now  before  us.  Further,  where  there  is  found  such 
an  utter  lack  of  agreement  upon  a  material  fact,  grave  doubts  must  arise  as 
to  its  existence.  It  is  therefore  imperative  that  this  Commission,  before  any 
allowance  be  made  for  shrinkage,  shall -insist  upon  such  thorough  proof  of  its 
existence  and  amount  as  shall  set  at  rest  the  serious  doubts  now  entertained 
as  to  the  propriety  of  the  demands  of  the  carriers." 

As  further  expressing  the  position  of  that  Commission,  we  quote 
a  portion  of  the  argument  appearing  upon  pages  70  and  71  of  the 
brief : 
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"The  lack  of  experimental  data  upon  so  important  a  subject  is  lamentable, 
and  such  data  as  exist  are  based  upon  quantities  entirely  incommensurate  with 
the  gravity  of  the  issues  involved.  Most  of  the  evidence  adduced  in  support  of 
the  theory  that  shrinkage  exists  appears  to  be  based  upon  hearsay  and  unsup- 
ported by  experimental  data.  Indeed,  to  such  an  extent  has  this  been  carried, 
that  formulas  for  shrinkage,  based  upon  such  evidence,  have  been  put  forth 
by  well-known  authors  for  the  guidance  of  engineers.  In  at  least  one  instance 
such  a  formula  was  later  repudiated  by  its  author.  Opinions  of  engineers,  no 
matter  what  their  professional  standing  may  be,  will  not  settle  the  matter  one 
way  or  the  other  and  academic  arguments,  while  they  may  havt  value,  are  far 
from  conclusive.  Certain  it  is.  if  shrinkage  does  exist,  it  must  vary  with  the 
different  kinds  of  soil  and  other  factors,  so  that  a  uniform  allowance  of  ten 
(or  any  other)  per  cent,  cannot  truly  represent  actual  conditions.  The  best  that 
can  be  said  of  such  a  method  is  that  it  might  provide  an  average  amount,  but 
may  be  wide  of  the  truth ;  hence  the  use  of  such  a  percentage  cannot  be  con- 
ceded in  the  light  of  our  present  knowledge.  On  any  valuation  section  there 
is  usually  a  prevailing  type  of  soil  for  which  the  actual  behavior  under  various 
conditions  can  be  found  by  means  of  careful  experiments  made  upon  similar 
soils  under  like  conditions,  and  upon  a  scale  commensurate  with  the  importance 
of  the  matter.  These  experiments  must  be  made  upon  a  sufficient  number  of 
soils  and  with  conditions  of  placing  enough  varied  to  render  the  results  thus 
obtained  finally  conclusive.  Before  this  Commission  can  properly  make  allow- 
ances for  shrinkage  its  existence  must  thus  be  conclusively  shown,  and  upon 
the  carriers  must  rest  the  burden  of  proof,  since  they  are  the  parties  at  interest. 
So  strong  is  the  conflict  between  the  assumption  that  such  shrinkage  exists 
and  common  reasoning  to  the  contrary  that  nothing  other  than  such  extended 
and  conclusive  experiments  will  properly  settle  the  issue. 

So  complete  is  the  lack  of  reliable  experiments  concerning  shrinkage  that 
it  seems  those  made  by  Ellwood  Morris  three-quarters  of  a  century  ago,  when 
railroad  construction  was  yet  in  its  infancy,  constitute  the  sole  foundation  upon 
which  rests  the  whole  theory  of  shrinkage." 

Based  upon  the  argument  thus  presented,  the  following  suggestions 
were  submitted  to  the  Interstate  Commerce  Commission: 

1.  That    shrinkage    of    earthwork   has    not    been    proved    to    generally   exist. 

2.  That  shrinkage  may  take  place  in  certain  special  cases,  but  that  the  quanti- 

ties   involved    in    such    special    cases    are   practically    negligible. 

3.  That  before  any   allowances   for   shrinkage  shall   be  made  by  this   Com- 

mission, such  shrinkage  must  be  established  by  sufficient  experimental 
data  to  conclusively  show,  not  only  its  existence,  but  its  amount  in 
the  various  soils  when  placed  under  usual  conditions. 

Copies  of  this  brief  were  mailed  to  all  state  commissions,  and  your 
Committee  urges  that  careful  consideration  be  given  to  this  qiu-stion  by 
all  persons  who  are  engaged  in  valuing  the  properties  of  public  service 
corporations. 
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The  tentative  valuations  served  since  the  last  convention  of  your  Association 
are  as   follows: 

Val.     Docket     No.      8  The  Wrightsville   &   Tennille   R.    R.   Co. 

9  Tooele    Valley    Ry.    Co. 

10  Alabama  Central   Ry. 

11  St.  John  &  Ophir  R.   R.  Co. 

12  Missouri   Southern   R.   R.   Co. 

13  Ray   &    Gila   Valley    R.    R.   Co. 

14  Quincy    Western    Ry.    Co. 

15  Tonopah   &   Tidewater   R.   R.   Co. 

16  Bowdon    Ry    Co. 

17  Georgia    Southern    &   Florida    Ry.    Co. 

18  The  Georgia  Northern  Ry  Co. 

19  Death  Valley  R.  R.  Co. 

20  Dover  &  South   Bound  R.  R. 

21  Carolina    R,    R.    Co. 

22  Hampton  &  Branchville  R.  R.  &  Lumber  Co. 

23  Arizona    Southern   R.    R.    Co. 

24  The    New    Mexico    Midland    Ry.    Co. 

25  Sylvania   Central   Ry.    Ca. 

26  San  Pedro,  Los  Angeles  &  Salt  Lake  R.  R.  Co. 

27  Louisville  &  Wadley  R.   R.  Co. 

28  Albany    Passenger    Terminal    Co. 

29  Macon  &  Birmingham  Ry.  Co. 

30  Mississippi    Eastern    Ry.    Co. 

31  Norfolk  Southern  R.  R.  Co. 

32  Tampa   &   Jacksonville   Ry.    Co. 

33  The  Greene  County  R.  R.  Co. 

34  Rome  and   Northern  R.   R.   Co. 

35  Carolina   &   Yadkin   River   Ry.   Co. 

36  The  Flint  River  &  Northeastern  R.  R.  Co. 

37  Kinston-Carolina  R.  R.  &  Lumber  Co. 

38  Central  Railway  Company  of  Arkansas 

39  Alabama  Northern  Ry.  Co. 

40  Wadley   Southern   Railway  Co. 

41  Chicago,  Terre  Haute  &  Southeastern  Ry.  Co. 

42  Hawkinsville  &  Florida   Southern   Ry.   Co. 

43  Mississippi  River  &  Bonne  Terre  Ry. 

44  St.  Francois  County  R.  R.  Co. 

In  addition  the  Commission  has   completed   tentative  valuations  to   the   point 
that  copies   are  being  stenciled   for  service  upon  the   following  properties : 
Val.     Docket     No.    45     The  Cimarron  &  North  Western  Ry.  Co. 

46  Joplin  Union  Depot  Co. 

47  Talbotton   Railroad   Co. 

48  Northern  Dakota  Railway  Co. 

49  Savannah   &   North   Western   Ry. 

Hearings  upon  carrier  protests   are  pending   in   the   following  cases : 
Sylvania   Central   at   Chattanooga,   October  20. 
Macon  &  Birmingham  at  Chattanooga,  October  21. 
Albany  Passenger  Terminal  Co.  at  Chattanooga,  Oct.  22. 
Georgia  Southern  &  Florida  at  Chattanooga,   Oct.  27. 
Missouri    Southern   at   Kansas   City,   October  20. 
Flint  River  &  Northeastern  at  Chattanooga,  November  5. 
Louisville  &   Wadley   at   Chattanooga,   November   6. 
Wrightsville   &   Tennille   at   Chattanooga,    November   7. 
Norfolk   Southern  at   Washington,   November  7. 
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It  is,  of  course,  impossible  to  tell  how  long  these  hearings  will  take,  but 
they  are  set  down  on  consecutive  days  in  order  that  there  may  be  no  interval 
of  delay  between  the  hearings. 

For  your  convenience  we  insert  some  of  the  more  important  figures 
contained  in  the  valuations  of  the  larger  properties: 
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During  the  ensuing  years  a  great  many  tentative  valuations  will 
be  served,  and  hearings  will  be  held  upon  the  protests  made  thereto. 
It  is  quite  certain  that  many  of  the  carriers,  as  well  as  representatives 
of  street  car  and  other  public  utilities,  will  urge  that  the  cost  of  re- 
production new  should  be  based  upon  the  prices  which  have  pre- 
vailed during  this  abnormal  war  period.  All  regulating  commissions 
should  begin  now  to  give  very  close  attention  to  that  question. 

The  Illinois  Commission  now  has  before  it  four  very  large  valu- 
ation cases  involving  public  utilities  in  the  City  of  Chicago,  one  being 
the  People's  Gas,  the  other  the  Chicago  Telephone  Company,  serving 
Chicago  and  outlying*  points  within  fifty  or  sixty  miles,  another 
being  the  Street  Railway  Surface  Lines,  and  the  fourth  one  being 
the  Elevated  Railroads. 

In  stating  the  basis  of  valuation,  the  People's  Gas  Light  &  Coke 
Company  have  advised  the  Commission  that  they  will  base  the  valu- 
ation on  cost  of  reproduction  new  as  of  January  31,  1919.  There 
already  has  been  placed  before  the  Commission  in  evidence,  the  valua- 
tion of  the  street  car  lines,  in  which  I  think  their  valuation  is  of 
January  31,  1919,  without  any  depreciation.  So  the  prophesy  we 
are  making  here  is  already  coming  true  in  some  instances,  and  especi- 
ally with  the  Illinois  Commission. 

Director  C.  A.  Prouty  sent  a  communication  to  the  Committee, 
on  October  4,  which  explains  the  progress  of  the  valuation  work. 
It  follows  herewith : 

"\Ve  are  getting  on  about  as  I  predicted  a  year  ago  to  the  National 
Association.  Our  field  work  in  the  Southern  District  has  been  com- 
pleted. Our  road  and  track  work  in  the  Western  District  has  been 
completed.  Our  branch  work  will  run  along  for  some  months  still. 
Our  road  and  track  work  in  the  Pacific  District  will  be  completed 
this  month  and  our  structural  work  soon  after.  Our  mechanical 
work  may  run  along  for  eight  or  nine  months  longer.  In  the  Central 
District  we. shall  not  complete  our  road  and  track  work  before  Jan- 
uary 1,  and  perhaps  not  for  two  or  three  weeks  in  January.  Our 
branch  work  in  that  district  is  about  three  months  behind  our  road 
and  track  work.  In  the  Eastern  District  owing  to  the  fact  that  we 
have  no  winter  work  we  shall  disband  about  half  of  our  road  and 
track  parties  with  the  coming  of  cold  weather  and  this  will  mean 
that  our  road  and  track  work  with  a  limited  number  of  parties  will 
extend  over  into  next  summer.  Our  branch  work  is  fully  up  to  our 
road  and  track  work  in  that  district. 

From  all  this  you  will  see  that  my  prediction  that  we  should 
complete  our  field  work  as  of  an  average  date  January  1,  1920,  has 
been  or  will  be  just  about  accomplished. 

It  is  my  belief  that  it  will  take  about  two  years  after  the  com- 
pletion of  our  field  work  to  prepare  an  engineering  report  upon  all 
the  principal  railroads  of  the  country.  In  other  wonN.  such  reports 
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should  be  ready  for  submission  to  this  office  and  to  the  Commission 
by  December  31,  1921.  I  may  be  over-sanguine  by  a  few  months 
but  if  everything  goes  well  and  if  Congress  gives  us  the  money,  we 
shall  make  just  about  this  progress.  To  put  it  in  another  way, 
engineering  reports  had  been  completed  on  December  31,  1918,  on 
about  25,000  miles  of  road.  I  expect  to  receive  reports  during  the 
current  year  in  about  50,000  miles  of  additional  road.  For  the  next 
year  our  engineers  ought  to  give  me  reports  upon  75,000  miles  and 
in. the  following  year  upon  the  balance.  This  depends  of  course  on 
our  ability  to  find  competent  compilers  and  computers. 

The  field  progress  of  our  land  section  is  not  quite  up  with  the 
engineering  section  but  the  time  which  must  elapse  in  the  office  be- 
tween the  completion  of  the  field  work  and  the  preparation  of  a 
report  is  much  less  in  the  land  section  than  with  the  engineers.  It 
is  my  expectation  that  land  reports  will  be  filed  as  promptly  as  en- 
gineering reports  unless  they  are  unduly  held  up  by  failure  upon  the 
part  of  the  carriers  to  make  their  returns  under  Orders  7  and  16. 
Neither  land  nor  accounting  reports  can  be  completed  until  some  little 
time  after  returns  to  these  orders  have  been  filed  by  the  carriers. 
The  present  indication  is  that  most  of  the  carriers  will  be  on  time. 

I  have  felt  for  some  time  that  the  greatest  difficulty  would  be 
experienced  in  our  accounting  section.  The  result  of  this  war  has 
been  to  enormously  increase  the  demand  for  good  accountants.  We 
can  find  men  who  are  competent  to  compile  the  information  but  it 
is  extremely  difficult  to  secure  accountants  who  can  put  that  informa- 
tion together  into  the  form  of  a  narrative  report.  Our  field  accounting 
work  is  in  good  shape  and  I  hope  that  we  shall  be  able  to  work  it 
up  into  reports  as  soon  as  engineering  and  land  reports  are  ready. 
This  also  depends  upon  the  promptness  of  the  carriers  in  complying 
with  Orders  7  and  16. 

It  is,  therefore,  my  hope  that  by  December  31,  1921,  we  shall  have 
ready  for  the  Commission  reports  upon  all  principal  carriers  from 
the  three  sections  and,  if  so,  the  Commission  will  be  in -position  to 
at  once  fix  a  tentative  valuation  upon  all  these  properties.  It  is 
my  belief  that  the  tentative  valuation  so  fixed  would  be  found  to 
be  substantially  correct  although  it  might  in  some  slight  degree  be 
modified  upon  hearing  of  the  objections  of  the  carriers. 

You  will  see,  therefore,  that  the  work  of  the  Bureau  of  Valuation 
so  far  as  the  initial  valuation  of  these  properties  is  concerned  is 
drawing  to  a  conclusion.  The  task  of  keeping  good  that  valuation 
is  receiving  careful  attention  and  will  from  this  time  on  assume  greater 
proportions. 

Very  truly  yours, 

(Signed)      C.  A.  PROUTY, 

Director." 
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In  the  Texas  Midland  report,  the  Commission  did  not  find  a  single 
value  but  indicated  that  in  future  cases  it  would  do  so.  The  last 
convention  of  our  Association  adopted  a  resolution  urging  the  im- 
portance of  a  hearing  before  the  Commission  upon  this  particular 
question.  The  Commission  assigned  the  subject  for  argument  on 
May  27,  1919.  A  few  days  prior  to  this  date,  representatives  of  the 
Carriers'  Conference  Committee  presented  a  petition  asking  for  the 
postponement  of  this  argument  for  the  reason,  chiefly,  that  tenta- 
tive valuations  had  not  been  served  for  any  of  the  large  standard 
railroads  which  are  represented  by  that  Committee. 

The  Commission  granted  the  request  but  did  not  fix  a  date  for  the 
postponed  hearing.  Your  Committee  is  informed  that  this  question 
will  be  heard  by  the  Commission  in  the  month  of  December  and  that 
all  interested  parties  will  be  permitted  to  file  briefs  before  the  oral 
argument.  Formal  announcement  of  this  hearing  has  not  yet  been 
made.  This  question  is  of  supreme  importance,  and  it  is  urged  that 
members  of  our  Association  'who  are  interested  in  valuation  matters 
should  be  present  at  the  hearing,  participate  in  the  argument  and 
file  written  statements  or  briefs  thereto. 

The  experience  of  state  Commissions  in  valuing  the  properties  of 
different  classes  of  utilities  for  rate  making  and  other  purposes  should 
be  a  helpful  guide  in  this  proceeding.  Due  notice  of  the  date  and 
place  of  hearing 'will  be  sent  to  all  of  the  members  of  this  Association. 

A  decision  of  far  reaching  importance  may  be  expected  from  the 
Supreme  Court  of  the  United  States  during-  the  present  term.  It 
involves  the  question  of  land  values.  In  the  Texas  Midland  case 
the  Commission  decided  that : 

"Present  value  of  lands  is  stated  by  ascertaining  the  number  of  acres  and 
multiplying  this  acreage  by  a  market  value  determined  from  the  present  fair 
average  market  value  of  similar  adjacent  and  adjoining  lands,  due  allowance 
being  made  for  any  special  value  which  may  attach  by  reason  of  the  peculiar 
adaptability  of  the  lands  for  railroad  use;  but  nothing  additional  is  added  for 
the  expense  of  acquisition,  for  severance  damages,  for  engineering  and  for  in- 
terest during  construction." 

The  Commission  rested  its  decision  squarely  upon  the  Minnesota 
Rate  cases.  The  method  here  stated  was  employed  in  valuing  the 
lands  of  the  Kansas  City  Southern  Railroad.  The  carrier  intro- 
duced evidence  to  show  land  values  in  one  county  along  its  line  which 
did  not  vary  in  essential  particulars  from  testimony  of  a  like  char- 
acter which  had  been  introduced  in  the  Texas  Midland  case. 

After  receiving  this  testimony  the  Commission  refused  to  permit 
the  introduction  of  evidence  of  the  same  kind  of  all  other  land  of 
the  carrier.  At  the  final  hearing  counsel  for  the  railroad  filed  affidavit 
and  motion  asking  leave  to  present  further  evidence,  and  the  counsel 
then  made  a  motion  to  dismiss  the  proceedings,  which  motion  was 
denied.  Then  after  a  mandamus  proceeding  was  brought  in  the  Su- 
preme Court  of  the  District  of  Columbia  to  compel  the  Interstate 
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Commerce  Commission  to  receive  evidence  to  enable  it  to  ascertain 
and  report  separately  the  "present  cost  of  condemnation  and  dam- 
ages or  of  the  purchase  in  excess  of  original  cost  or  present  value" 
of  the  lands  included  in  the  riglits-of-way,  yards  and  the  terminals 
of  such  carriers. 

The  relator  rests  his  case  upon  that  provision  of  section  19a  of 
the  Valuation  Act,  which  reads: 

"2.  Such  investigation  and  report  shall  state  in  detail  and  separately  present 
improvements,  the  original  cost  of  all  lands,  right-of-way  and  terminals  owned 
•or  used  for  the  purpose  of  a  common  carrier,  and  ascertained  as  of  the  time 
of  dedication  to  public  use,  and  the  present  value  of  the  same,  and  separately 
the  original  and  present  cost  of  condemnation  and  damages,  or  of  purchase 
in  excess  of  such  original  cost  or  present  value." 

Our  General  Solicitor  was  permitted  to  intervene  on  behalf  of 
the  National  Association,  and  Glenn  E.  Plumb  appeared  in  like  manner 
for  the  Brotherhoods.  The  case  was  argued  in  January,  and  after 
due  consideration  the  Court  dismissed  tTie  proceedings.  An  appeal 
was  thereafter  taken.  By  successive  steps  the  case  has  reached  the 
Supreme  Court  of  the  United  States,  and  it  is  expected  that  it  will 
t>e  argued  early  in  January  of  the  coming  year. 

Your  Committee  will  ask  leave  to  file  a  brief  amicus  curiae  in  this 
proceeding.  P.  J.  Farrell,  Chief  Counsel,  appeared  for  the  Inter- 
state Commerce  Commission. 

Originally  the  Solicitor  of  the  Valuation  Committee  confined  his 
work  entirely  to  valuation  matters.  The  advent  of  the  war  and  the 
government  operation  of  railroads  forced  him  to  occupy  himself  with 
many  other  important  problems.  The  work  of  our  Washington  office 
has  grown  to  such  proportions  that  it  is  not  physically  possible  for 
any  one  man  to  handle  it.  This  office  should  become  a  very  im- 
portant adjunct  to  state  commission  work  and  it  can  be  made  so 
if  all  the  states  make  proper  contribution  for  its  support.  The  last 
annual  convention  made  the  Solicitor  for  the  Valuation  Committee 
the  General  Solicitor  as  well  for  the  National  Association.  This 
was  a  proper  step. 

Much  work  must  be  done  in  valuation  proceedings  this  year.  All 
of  the  state  commissions  will  be  so  occupied  with  the  trial  of  rate 
cases  in  their  own  states,  which  in  many  instances  will  involve  a 
valuation  of  local  utilities,  that  it  will  be  most  difficult  for  them  to 
assign  any  of  their  expert  force  to  assist  the  General  Solicitor  of 
this  Association.  We  believe  it  is  absolutely  necessary  to  provide 
him  with  adequate  help,  and  we  therefore  recommend  that  the  Ex- 
ecutive Committee  take  immediate  steps  to  ascertain  what  contribu- 
tions may  be  expected  for  the  ensuing  year,  and  report  that  informa- 
tion to  the  Washington  office  at  the  earliest  possible  moment. 

The  amount  of  all  moneys  contributed  by  the  states  to  the  Valua- 
tion Committee  has  been  deposited  in  Washington  and  all  payments 
from  that  fund  have  been  made  by  check.  A  statement  showing  the 
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pledges,  receipts  and  expenditures  has  been  filed  with  the  Executive 
Committee  and  is  also  to  be  found  in  our  Washington  office.  All 
members  of  the  Association  are  invited  to  inspect  the  same  and  to 
examine  the  books,  records  and  vouchers  of  the  office. 

Very  respectfully  submitted, 

WALTER  A.  SHAW,  Chairman 
H.  G.  TAYLOR 
FRED  J.  MACLEOD 
JOHN  M.  KINKEL 
E.  F.  MORGAN 


Mr.  SHAW:  Mr.  Chairman,  I  move  you  that  this  report  be  re- 
ceived and  printed. 

President  ELMQUIST:  Gentlemen,  you  have  heard  the  motion, 
Does  it  receive  a  second? 

(The  motion  was  seconded.) 

Mr.  AITCHISON:  May  I  make  one  correction,  Mr.  President,  and 
perhaps  Mr.  Shaw  will  embody  it  in  the  report.  The  decision  in 
the  Kansas  City  Southern  case  has  been  issued. 

Mr.  SHAW:     It  has  been? 

Mr.  AITCHISON  :     Yes. 

Mr.  SHAW  :  Then  I  am  very  happy  to  change  the  report  to  that 
extent. 

Mr.  Chairman,  I  hope,  now  that  this  question  is  open  for  discussion, 
that  if  any  of  the  Commissioners  here  present  have  any  suggestions 
to  offer,  or  have  any  criticisms  of  the  way  this  work  has  been  handled 
in  the  past,  that  they  will  express  themselves  freely.  This  Committee 
was  authorized  at  the  1915  convention  in  Calif ornia,  at  which  time 
it  was  empowered  to  engage  a  Solicitor  and  solicit  funds  for  the 
maintenance  of  an  office  in  Washington,  and  the  payment  of  the 
Solicitor  and  necessary  help. 

Our  first  Solicitor  was  Clyde  B.  Aitchison,  who  I  am  happy  to 
say  is  now  Chairman  of  the  Interstate  Commerce  Commission.  That 
fact  alone  proves  to  me  that  the  committee  at  that  time  made  a  wise 
choice.  When  Mr.  Aitchison  resigned,  Charles  E.  ElmquiM.  our 
icceeded  him.  and  enough  has  already  been  said  as  to 
how  he  handled  the  work. 

We  have  reported   from  year  to  year  to  the  Association;   this  is 
important   work  and   if   any  of  the  commissioners  have  any  supL 
tions,    I    think    the   committee    should    have    the   advantage   of    those 
-u--<Mions,  if  they  be  either  in  the  way  of  criticism  or  constructive 
suggestions. 
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MR.  FINN:     Mr.  President,  I  notice  in  the  report  this  statement: 

"All  advocates  of  the  Plumb  Plan,  or  any  other  form  of  Govern- 
ment ownership,  recognize  that  the  value  of  the  property  must  be 
ascertained,  and  a  large  number  of  people  will  reserve  judgment  as 
to  the  wisdom  of  Government  ownership  until  something  is  known 
relative  to  the  amount  of  money  which  it  will  take  to  purchase  the 
properties." 

I  desire  to  state  first  that  I  am  not  an  advocate  of  the  Plumb 
Plan.  Second,  that  I  am  in  advocate  of  Government  ownership  and 
operation  of  railroads,  but  in  view  of  the  further  fact  that  a  report 
will  be  made  to  this  Association  upon  the  Government  ownership 
and  operation  of  railroads,  I  will  reserve  any  further  remarks  until 
that  report  has  been  made,  at  which  time  I  desire  to  serve  notice 
now  I  shall  take  cognizance  of  all  expressions  heretofore  made,  and 
those  hereafter  made  concerning  Government  ownership  and  opera- 
tion of  railroads. 

MR.  AITCHISON:  Do  I  understand  that  the  gentleman  is  under- 
taking to  question  the  accuracy  of  the  statement  that  "a  large  number 
of  people  will  reserve  judgment  as  to  the  wisdom  of  government 
ownership  until  something  is  know  relative  to  the  amount  of  money 
which  it  will  take  to  purchase  the  properties"? 

MR.  FINN:  Mr.  President,  I  am  not  taking  exception  to  anything 
at  the  present  time.  I  am  merely  observing. 

MR.  THELEN  :  Mr.  President,  there  are  some  of  us  who  unfortu- 
nately will  not  be  able  to  be  here  longer  than  tonight,  but  who  have 
looked  forward  to  the  discussion  of  this  question  of  government 
ownership,  and  particularly  to  the  very  able  address  we  know  will 
be  delivered  by  Mr.  Finn  on  that  subject,  with  decided  interest;  and 
those  of  us  in  that  position  are  very  hopeful  that  we  may  be  able 
to  have  the  benefit  of  the  discussion  on  that  subject,  and  particularly, 
as  I  say,  Mr.  Finn's  address,  some  time  during  the  day.  Is 
it  contemplated  that  we  may  have  this  privilege  today,  or  in  the  usual 
course  of  business  will  it  be  necessary  to  put  that  over  until  to- 
morrow? Personally  I  hope  very  much  that  we  will  have  the  benefit 
of  this  discussion  some  time  today. 

President  ELMQUIST  :  I  am  not  sure  that  the  report  will  be  reached 
this  afternoon.  It  is  one  of  the  last  reports  that  is  to  be  considered. 
If  it  is  reached  in  due  time  it  will,  of  course,  be  fully  discussed, 
and  I  know  that  our  good  friend,  Mr.  Finn,  is  loaded.  (Laughter 
and  applause.) 

MR.  GREENWOOD:  Would  it  be  out  of  order,  Mr.  President,  to 
move  that  this  special  report  be  advanced  on  the  calendar? 

President  ELMQUIST  :  That  is  entirely  within  the  control  of  the 
Convention. 

MR.  GREENWOOD:     Then  I  move  that  it  be  advanced  so  that  it  can 
be  reached  not  later  than  this  afternoon. 
(The  motion  was  seconded.) 
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President  ELMQUIST:  It  is  moved  and  seconded  that  the  Report 
on  Government  Ownership  and  Operation  be  considered  at  some 
appropriate  time  this  afternoon. 

MR.  GREENWOOD:  Mr.  President,  I  will  amend  my  motion  to  fix 
the  time  at  2 :00  o'clock. 

President  ELMQUIST:  Had  you  not  better  make  it  a  little  later 
than  two  o'clock? 

MR.  THELEN:  Mr.  Chairman,  I  rise  to  a  point  of  order.  I  am 
not  insisting  on  it,  but  I  am  merely  calling  it  to  your  attention. 

Has  not  the  Convention,  by  the  adoption  of  the  Executive  Com- 
mittee report,  fixed  2:30  as  the  special  order  of  business  in  con- 
nection with  the  round  table  discussions? 

President  ELMQUIST:  No,  3:30  was  the  hour  fixed,  and  the  gentle- 
man has  suggested  that  this  report  be  made  a  special  order  of  busi- 
ness at  2  o'clock. 

MR.  THELEN:  I  am  a  little  fearful  if  we  start  the  discussion 
at  2  o'clock  we  will  not  be  through  at  3 :30. 

MR.  HELM:  Mr.  Chairman,  this  subject  is  so  important  that  I 
think  the  National  Association  of  Railway  and  Utilities  Commissioners 
ought  to  give  some  time  to  its  discussion. 

President  ELMQUIST:  Are  you  speaking  to  the  motion,  Judge 
Helm?  There  is  a  pending  motion  that  the  report  on  Government 
operation  and  ownership  be  made  a  special  order  of  business  at  2 
o'clock  this  afternoon. 

MR.  HELM  :  I  do  not  care  to  be  heard  on  that,  but  I  do  want 
to  be  heard  on  this  report.  No  action  has  been  taken  as  yet  I 
believe,  on  that  report? 

President  ELMQUIST:       No. 

MR.  HELM:     Then  I  will  withhold  my  remarks  for  the  moment. 

President  ELMQUIST:  Gentlemen,  the  chair  believes  that  motion 
should  be  passed  for  the  moment. 

MR.  SHAW  :     That  motion  has  been  disposed  of  ? 

President  ELMQUIST:  Yes,  I  take  it  the  pending  motion  is  the 
motion  of  Mr.  Shaw  that  the  report  of  the  Valuation  Committee 
be  received  and  filed. 

MR.    SHAW:     And   I    invited   discussion  on  that. 

MR.  HELM:  Does  the  chair  desire  in  the  meantime,  to  take  up 
this  other  motion  that  has  been  ma< 

President  ELMQUIST:  No,  the  pending  motion  is  the  valuation 
report. 

MR.    HELM:      And  the  other  will   come  up   later? 

I'n-uirnt  ELMQUIST:    Yes. 

MR.  HII.M:  Mr.  Chairman.  1  f<  ar  many  <>f  the  Commissioners 
do  not  pn>perlv  appreciate  the  importance  of  the  work  that  has  been 
done  by  our  Uureau  at  Washington  on  this  subject,  or  the  very  great 
importance  of  the  subject  ii-di.  and  the  still  greater  importance  the 
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subject  is  likely  to  assume  in  the  near  future  by  reason  of  the  hostile 
legislation  that  may  be  passed  at  the  next  session  of  Congress. 

The  work  of  the  valuation  of  these  railroads  is  the  laying  of  the 
foundation  of  all  future  railroad  rates,  as  well  as  the  services  of 
railroads.  Those  of  us  who  have  been  in  touch  with  this  work 
since  the  beginning,  and  I  have  had  the  privilege  from  the  very 
beginning  to  be  connected  with  those  who  have  had  to  do  with  it, 
krjow  that  the  railroads  are  not  asleep  on  this  subject ;  that  they 
are  on  the  job  every  day  and  every  hour,  and  every  minute  of  every 
day  and  hour,  at  Washington.  We  cannot  complain  thereat;  they  are 
seeking  to  guard  what  they  consider  to  be  the  interests  of  their 
companies. 

It  is  equally  important,  however,  that  the  interests  of  the  public 
shall  be  protected.  I  am  sure  that  no  State  Commission  or  that 
this  Association  as  a  national  organization  would  favor  any  policy 
that  would  deprive  the  carriers  of  a  just  and  fair  valuation  of  -heir 
property.  To  do  so  would  be  to  advocate  injustice,  which  the  Asso- 
ciation would  not,  if  they  knew  it,  advocate.  But  I  think  we  can 
very  well  rest  assured  that  our  railroad  friends  will  see  that  nothing 
on  that  account  is  put  over  on  them. 

They  have  employed  the  ablest  talent  that  they  can  secure,  and 
are  paying  to  their  representatives  the  largest  salaries  ever  paid  to 
present  their  side  of  this  question  to  the  Interstate  Commerce  Com- 
mission, and  later  to  the  courts  if  need  be,  and  this  fact  would 
indicate  the  importance  which  the  carriers  attach  to  this  subject. 

I  know  that  this  organization  has  been  ably  represented  in  the  past 
by N  the  present  chairman  of  the  Interstate  Commerce  Commission, 
who  was  our  first  valuation  Solicitor,  and  who  has  been  so  ably 
followed  by  our  distinguished  president,  the  present  Solicitor.  I 
do  feel,  however,  that  the  National  Association  has  not  adequately 
backed  up  these  men  in  this  work:  This  is  not  a  one  man  job,  to 
represent  the  whole  United  States  on  this  question. 

The  railroads  have  perfected  one  of  the  greatest  organizations 
of  experts  and  capable  men  to  handle  this  valuation  work  that  has 
ever  been  organized  to  promote  any  activity  in  which  they  were 
interested ;  and  the  principal  thing  I  want  to  say,  Mr.  Chairman, 
is  to  draw  attention  to  the  importance  of  this  subject  to  this  Asso- 
ciation, in  order  that  you  may  next  year  furnish  your  Bureau  at 
Washington  with  adequate  support  financially.  You  owe  it  to  the 
public  that  you  represent  to  do  this. 

I  know  that  the  provisions  of  the  various  state  laws  in  many  in- 
stances prevent  Commissions  from  paying  what  they  would  like  to 
pay,  but  usually  a  way  can  be  found  to  do  it  if  you  will  go  to  it 
with  the  determination  to  find  that  way. 

There  are  a  number  of  State  Commissions,  as  I  am  advised,  that 
have  contributed  but  little  or  nothing  at  all  to  the  support  of  this 
Bureau  at  Washington.  They  are  receiving  the  benefit  of  the  work 
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of  this  Bureau,  and  every  one  of  them  ought  to  come  in  and  lend 
a  helping  hand. 

Now  my  own  state,  the  State  of  Kansas,  has  assisted  in  this  work 
from  its  inception.  They  have  contributed  regularly  to  the  expenses 
of  maintaining  the  Bureau.  They  have  on  repeated  occasions  paid  my 
expenses  as  Commerce  Counsel  of  that  Commission,  to  attend  these 
hearings.  \Ye  have  printed  briefs  and  reports  of  proceedings  before 
the  Commission  for  the  general  information  of  the  citizens  of  our 
state.  \Ye  have  no  special  appropriation  made  specifically  for  the 
carrying  on  of  this  work.  We  have,  however,  and  I  mention  this 
in  hope  that  it  may  be  of  interest  to  some  of  you  who  have  found 
difficulty  in  contributing  to  this  fund,  as  a  way  by  which  you  may 
be  of  help — we  have  the  right  to  employ  experts  and  to  employ 
assistants  out  of  our  general  contingent  fund.  We  have,  therefore 
placed  Mr.  Elmquist  on  our  pay  roll  and  honored  his  vouchers 
every  month. 

I  see  no  reason  why  any  other  Commission  might  not  adopt  the 
same  plan  if  you  have  no  specific  appropriation  that  you  can  use  in 
any  other  way.  We  consider  it  entirely  legitimate  and  one  of  the 
best  expenditures  that  we  can  make.  We  have  no  trouble  in  having 
our  accounts  audited  by  the  auditors  of  our  state,  and  I  think  you 
would  experience  no  difficulty  on  that  account  if  your  law  would 
permit  you  to  employ  additional  help,  and  thus  contribute  to  this 
fund. 

Now,  as  indicating  the  importance  of  this  subject  in  the  future, 
those  of  you  who  have  read  the  Cummins  Bill  with  reference  to  the 
valuation  of  the  railroads  know  that  it  is  probable  that  the  work  of 
the  Division  of  Valuation  of  the  Interstate  Commerce  Commission 
may  have  to  in  some  degree  be  modified  and  the  program  changed 
if  the  Cummins  bill  containing  that  provision  shall  become  a  law. 
That  bill  contemplates  that  the  railroads  shall  be  valued  by  regional 
systems  after  the  Transportation  Board  has  recommended  and  the 
recommendations  have  been  approved,  the  consolidation  of  various 
systems  of  railroad  into  large  consolidated  systems  of  not  less  than 
twenty  n<»r  to  exceed  35  sub-systems  in  the  entire  United  States. 

The  Cummins  Bill  provides  that  the  railroads  in  these  systems  shall 
t>e  valued  and  the  consolidated  company  shall  be  put  in  as  one  com- 
pany with  the  total  valuation  of  all  the  roads  in  that  system,  for 
the  purpose  of  maintaining  the  level  of  rates  over  each  of  these 
great  system- 

I   do  not   know   that    that   will    make   it   necessary  to  change   the 

program  of  the  Interstate  Commerce  Commission  in  that  regard,  hut 

it  may  change  the  order  and  the  time  when  they  will  con-  -tain 

>ns   of   the   country    and    different    cailro,  the    purpose  of 

completing  the  valuation  of   some  of  these  great  systems. 

Now.  while  it  may  not  he  practicable  for  the  various  Slate  Com- 
missions to  follow  the  engineers  and  accountants  and  land  appraisers 
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employed  by  the  Interstate  Commerce  Commission,  and  so  forth, 
and  check  their  work  and  check  the  work  of  the  carriers,  because 
of  the  great  expense  that  would  be  involved,  and  the  lack  of  ex- 
perienced men  in  the  employ  of  the  State  Commissions,  to  do  that 
work,  that  is  no  reason  why  you  should  not  keep  in  touch  with 
this  work  and  help  to  shape  the  final  action  that  will  be  taken  in 
Washington.  Indeed,  I  feel  for  my  own  part,  that  there  is  no  great 
need  for  the  states  to  follow  all  these  various  hearings,  that  are 
being  conducted  by  the  Interstate  Commerce  Commission  as  to  the 
value  of  the  individual  roads  or  the  work  that  is  being  done  in  the 
field.  I  know  all  of  us  have  so  much  confidence  in  Judge  Prouty 
and  his  staff,  that  we  feel  amply  protected  in  his  hands  and  feel  that 
we  will  get  a  fair  deal  in  the  valuation  of  the  properties  at  the 
hands  of  the  Interstate  Commerce  Commission. 

They  have  experienced  men,  they  have  the  engineers,  they  have 
the  land  appraisers,  they  have  the  expert  accountants,  they  have  their 
solicitors  and  the  General  Solicitor  of  the  Interstate  Commerce  Com- 
mission to  aid  them  in  this  work ;  and,  we  have  the  very  greatest 
confidence  in  all  of  them.  For  this  reason  I  believe  that  the  matter 
of  following  the  field  work  is  of  comparatively  slight  importance  in 
view  of  the  splendid  work  that  is  beng  done  by  the  Interstate  Com- 
merce Commission  in  gathering  the  data  and  assembling  the  material 
and  the  facts  upon  which  the  final  judgment  will  have  to  be  made. 
I,  for  one,  gentlemen,  am  perfectly  willing  that  the  Interstate  Com- 
merce Commission  shall  do  that  work  as  they  are  now  doing  it  so 
well. 

But  there  are,  after  that  work  has  been  done,  great  fundamen- 
tal priciples  at  stake.  The  question  of  the  valuation  of  rail- 
roads is  not  simply  the  making  of  an  appraisal  and  inventory  of 
the  property  and  applying  the  prices  to  it.  This  property  is,  in  a 
sense,  a  partnership  property.  It  has  been  brought  into  existence 
not  through  the  means  of  the  contribution  of  private  capital  alone, 
but  by  means  of  public  donation,  public  subscription,  and  land 
grants  from  the  Federal  government,  and  in  many  ways  millions 
and  millions  of  dollars  of  the  public's  money  has  been  expended  in 
these  properties,  and  we  therefore  have  a  right  to  be  heard  when  the 
question  of  the  value  to  the  owner  of  the  property  is  being  investigated. 

I  want  at  this  time,  Mr.  Chairman,  and  it  might  not  be  entirely  ger- 
mane to  the  question,  to  call  attention  to  this  so-called  Cummins  Rill. 
I  believe  it  is  the  duty  of  every  Commissioner  to  thoroughly  study  that 
bill  and  to  see  what  it  proposes.  You  all  understand  that  it  proposes  a 
scheme  of  consolidating  these  railroads  into  great  systems  that  will  be 
organized  under  Federal  charter  and  become  Federally  incorporated 
railroads  under  the  provisions  of  the  Cummins.  Rill. 

There  are  three  ways  in  which  that  can  be  done ;  one  by  the  volun- 
tary agreement  on  the  part  of  the  carriers  that  are  put  in  in  one  of 
these  systems  to  come  in  under  the  Federal  incorporation  as  a  consoli- 
dated railroad. 
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Another  is  a  provision  by  which  the  Transportation  Board  may  itself, 
or  in  co-operation  with  others,  organize  an  independent  corporation  for 
the  purpose  of  taking  over  all  of  the  railroads  in  any  one  of  these  great 
systems,  and  make  them  into  a  Federally  incorporated  property. 

There  is  another  provision  by  which  any  one  single  railroad  may  re- 
organize under  the  procedure  pointed  out  in  the  Cummins  Bill,  through 
an  application  to  the  Interstate  Commerce  Commission,  and  become  a 
Federally  incorporated  railroad  without  any  change  other  than  the  dom- 
icile of  its  incorporation. 

As  to  the  last  of  these  methods,  there  is  a  saving  clause  in  the  bill 
which  provides  that  a  railroad  that  is  re-incorporated  under  that  ar- 
rangement shall  assume  all  of  the  obligations  of  the  state  incorporated 
railroad  and  become  liable  for  all  of  its  debts  and  every  claim  against 
it,  the  same  as  if  there  had  been  no  taking  over ;  but  it  is  remarkable  to 
note  the  care  with  which  that  section  of  the  bill  has  been  drawn  to  limit 
that  saving  clause  to  the  particular  instance  of  where  a  single  railroad 
is  reorganized,  and  that  there  is  no  saving  clause  of  any  kind  in  the 
bill  that,  would  make  it  the  duty  of  these  large  consolidated  railroads 
to  carry  out  the  obligations  of  the  constituent  railroads  that  make  up 
the  consolidated  railroad,  with  regard  to  their  obligations  to  the  public. 

I  am  not  sure,  gentlemen,  if  that  bill  should  pass  as  it  now  is  framed, 
that  every  railroad  in  this  country  would  not  be  relieved  front  every 
obligation  it  owes  to  the  Federal  Government  under  the  land  grant  they 
received  in  the  west ;  that  they  would  be  relieved  from  every  obligation 
that  they  have  contracted  with  the  state  for  assistance,  and  the  coun- 
ties and  cities  and  townships  and  various  municipalities  that  contribu- 
ted to  their  building  under  agreements  drawn  at  the  time, — they  would 
be  relieved  when  consolidated  under  this  bill,  of  all  those  obligations. 

I  call  attention  to  that  fact  so  that  you  may  think  about  whether 
or  not  our  railroad  friends  are  not  attempting  to  sidestep  and  step  out 
from  under  all  of  these  obligations  to  the  Government,  by  the  passage 
of  this  bill. 

President  ELMQUIST:  Judge  Helm,  may  I  interrupt  just  one  mo- 
ment. According  to  the  report  agreed  to  yesterday,  the  hour  of  12 
o'clock  has  arrived  and  the  election  of  officers  becomes  the  order  of 
business.  Can  you  just  as  conveniently  defer  for  the  time  being,  until  we 
get  through  with  that  order  of  business,  your  further  discussion  of  this 
matter  ? 

Mr.  HKF..M  :      I  would  be  -Ind  to. 

I 'resident  BLMQUIffl  I  dis'ike  very  much  to  interrupt  your  very 
able  discussion,  but  it  mu^t  be  done. 

1  lowrver.  before  we  take  up  the  election  of  officers,  may  I  ask  ("hair- 
man  Lewis  of  Indiana  if  he  ha-  any  rej>ort  to  make  a^  to  the  dinner 
tonight,  and  the  ticket-  ? 

Mr.  LENVI  (  Indiana)  :  Have  you  asked  yet  for  a  supplemental  roll 
call  ? 
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The  roll  was  called  by  Secretary  Walker,  and  the  presence  of  later 
arrivals  was  entered  on  the  record ;  after  which  the  distribution  of  ban- 
quet tickets  was  proceeded  with. 

ELECTION  OF  OFFICERS 

President  ELMQUIST:  Gentlemen,  under  the  Constitution  we  are 
to  elect  a  President,  Vice-President,  a  Secretary  and  an  Assistant  Sec- 
retary. 

The  Chair  will  appoint  Mr.  Forward  and  Mr.  Maxwell  as  tellers. 

Nominations  for  the  office  of  President  are  now  in  order. 

Mr.  LEWIS  (Indiana)  :  Mr.  Chairman,  many  of  you  gentlemen  are 
no  doubt  familiar  with  the  fact  that  there  is  a  long  feud  on  between  the 
state  of  Indiana  and  the  state  of  Illinois  in  the  matter  of  freight  rates. 
It  has  influenced  our  views  on  many  subjects  as  we  came  befoie  our 
convention  last  year  and  psssibly  this  year.  But,  nevertheless,  the 
differences  of  opinion  that  we  have  on  certain  matters  have  not  blinded 
the  eyes  of  the  Indiana  Commission  to  the  marked  ability  of  the  mem- 
bers of  the  Illinois  Commission.  We  told  them  in  the  very  highest 
esteem.  We  meet  and  mingle  with  them  and  have  a  good  time  and 
then  adjourn  down  to  Washington  and  fight  it  out.  (Laughter  and 
applause.) 

Among  those  members  who  have  attracted  our  attention  both  in  our 
interstate  relations  and  our  interstate  commerce  you  might  say,  from 
time  to  time,  is  the  gentleman  I  am  going  to  place  in  nomination  for 
the  presidency  of  this  Association,  Commissioner  Walter  A.  Shaw  of 
the  Illinois  Commission.  (Applause.) 

I  understand  Mr.  Shaw  has  been  with  the  Illinois  Commission  since 
it  was  organized  six  years  ago,  and  that  he  was  appointed  by  a  Demo- 
cratic Governor  as  one  of  the  men  to  organize  it.  His  qualifications, 
I  understand,  were  that  he  was  an  engineer.  He  performed  such 
signal  service  on  the  Illinois  Commission  that  those  services  were 
recognized  by  the  Republican  Governor,  and  he  is  now  serving  his 
second  term  if  I  am  not  mistaken. 

He  has  shown  to  us,  at  all  events,  as  we  have  met  him,  a  thorough 
knowledge  of  all  public  utility  problems  that  come  before  us.  There 
is  no  man  to  whom  we  would  turn  with  more  readiness  to  get  an  opinion 
or  side  light  than  to  our  friend  Mr.  Shaw  of  Illinois.  We  have  found 
him  to  be  a  straight  thinker  and  an  active  and  hard  worker. 

I  have  only  attended  two  of  these  national  conventions  but  I  have 
found  his  personality  impressed  upon  our  national  meetings  by  reason 
of  those  same  talents  I  have  mentioned.  He  has  been,  as  you  recall, 
chairman  of  our  Valuation  Committee  for  two  years,  and  for  six  years 
he  has  been  a  vital  force  in  our  meetings.  He  has  commanded  the 
respect  of  the  people  of  Illinois  and  certainly  he  has  commanded  the 
respect  of  our  membership.  He  has  attended  all  of  our  conventions, 
as  I  recall,  and  to  us  he  appeals  particularly  as  a  Commissioner  who 
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not  only  has  a  grasp  of  the  railroad  situation  and  particularly  of  the 
difficult  problem  of  valuation,  but  who  has  a  broad  grasp  upon  all  of 
the  various  problems  that  come  before  a  general  utilities  Commission. 

Gentlemen,  there  are  some  of  us  whose  activities  in  the  last  year  or 
two  have  been  grooved  pre'.ty  much  along  the  line  of  regulating  in  the 
general  field  of  public  utilities  instead  of  in  the  line  of  railroads.  A  few 
have  been  inclined,  to  speak  frankly,  to  look  with  some  criticism  on  the 
programs  of  the  convention.  This  organization  seems  to  have  dated 
back  to  the  days  when  the  regulation  of  railroads  was  the  sole  subject. 
In  the  more  recent  years  regulation  has  branched  out  into  all  lines  of 
public  utility  operations,  and  we  are  looking,  some  of  us  at  least,  for  a 
man  who  has  a  grasp  of  the  broad  situation.  All  of  you  have  it,  of 
course,  but  Mr.  Shaw  we  think  is  particularly  well  fitted  along  those 
lines. 

Some  of  us  would  welcome  some  modification  of  our  program  such 
as  we  are  trying  out  this  year  in  these  round-table  discussions  on  public 
utility  problems  which  are  pressing  for  attention.  For  those  reasons 
also  we  look  with  decided  favor  on  Mr.  Shaw  as  an  acceptable  leader 
for  this  orgainzation  in  the  ensuing  year. 

It  is,  therefore,  with  great  pleasure  that  I  personally,  and  I  believe 
I  am  speaking  also  for  the  members  of  the  Indiana  Commission,  place 
before  the  members  of  this  Association  the  name  of  Commissioner 
Walter  A.  Shaw,  of  Illinois,  as  president  of  this  organization  for  the 
coming  year.  (Applause.) 

Mr.  BURR:  It  gives  me  a  great  deal  of  pleasure  to  second  the 
nomination  of  Mr.  Shaw.  I  have  known  him  ever  since  he  went  into 
this  work,  and  know  that  he  has  been  an  active  member,  and  if  my 
memory  is  not  at  fault,  he  has  been  on  the  Valuation  Committee  ever 
since  it  was  created,  either  as  chairman  or  as  a  member.  I  think  the 
Association  will  make  no  mistake  in  electing  Mr.  Shaw  to  this  position. 

Mr.  HELM  :  Mr  Chairman,  I  do  not  want  to  be  deprived  of  the 
pleasure  of  seconding  the  nomination  of  my  good  friend  Shaw,  and  I 
risr  for  that  purpose,  and  for  the  purpose  of  adding  a  few  words  to 
what  has  been  said. 

It  not  only  gives  me  great  pleasure  to  testify  to  his  great  ability  and 

sterling  worth  and  absolute  reliability,  but  lie  is  the  kind  of  a  man  that 

I  think  should  be  recognized.     He  is  strictly  an  expert,  an  expert  who 

understands  his  business  and  understands  both  the  rights  of  the  public 

and  of  the  carriers  and  of  the  utilitv.     He  began  right  by  starting  in  the 

that   I  started   in.      (Laughter  and  applause.)      We  both 

•    through    the   same  college,   and   that  created   a    friendly    feeling 

between  u<.  naturally.    We  received  our  education  in  the  good' old  state 

of  Indiana  (applause),  rind  1  do  not  believe  we  will  ever  forget  t<> 

•od  word  for  that  State,  so  that  I  am  particularly  pleased  from  that 
point 

Yet   I   want  erionsly.    we   -hould   consider   in    selecting   our 

officers,  men  who  have  their  hearts  in  the  work,  who  have  had  experience 


122  NATIONAL    ASSOCIATION    OF    RAILWAY 

that  qualifies  them  to  handle  these  subjects  and  to  appreciate  them. 
Mr.  Shaw  as  engineer  of  the  great  city  of  Chicago  and  in  the  various 
other  positions  he  has  held  in  that  great  city,  has  had  ample  opportunity 
to  come  up  against  all  the  regulations  and  problems  that  an  engineer 
or  public  utility  Commissioner  has  to  deal  with.  There  are  many  men 
in  this  convention  who  would  make  splendid  presiding  officers,  many 
men  who  would  reflect  great  honor  and  credit  upon  this  Association 
for  electing  them  to  that  honorable  position,  and  we  would  all  be  glad 
to  honor  many  of  them ;  but  at  this  time  it  seems  to  me  it  is  peculiarly 
fitting  that  a  man  who  has  devoted  so  much'  time  and  attention  to  the 
very  important  questions  which  we  are  to  deal  with  in  the  very  near 
future,  should  be  selected  for  this  position,  and  I  hope  Mr.  Shaw  will 
be  elected  unanimously.  (Applause.) 

Mr.  WEBSTER  (Iowa)  :  Mr.  President,  I  had  in  mind  nominating 
a  gentleman  from  our  state  as  president  of  this  Association,  but  on 
account  of  Mr.  Shaw  being  a  candidate  and  on  account  of  his  being 
located  so  near  Iowa,  and  the  best  part  of  Iowa  at  that,  it  seems  to  me 
he  would  make  an  exceedingly  appropriate  candidate.  Mr.  Lewis  has 
been  a  member  of  our  Commission  in  differing  capacities  for  twenty- 
eight  years,  and  he  is  a  handsome  man  yet,  as  you  can  see.  (Laughter.) 
He  has  been  a  member  of  this  Association  for  twenty  years. 

In  view  of  the  circumstances,  however,  I  take  great  pleasure  in 
seconding  the  nomination  of  Mr.  Shaw. 

Mr.  BUSBY  (Missouri)  :  As  Chairman  of  the  Commission  in  the 
adjoining  state,  it  gives  me  great  pleasure  to  second  the  nomination  of 
Mr.  Shaw.  We,  in  Missouri,  naturally  watch  the  work  of  the  Illinois 
Commission,  and  are  especially  familiar  with  the  work  of  Mr.  Shaw. 
I  know  that  there  is  not  a  member  of  the  Association  who  is  more 
capable  to  fill  the  position  or  who  would  give  greater  satisfaction  than 
Mr.  Shaw,  and  it  is  with  great  pleasure,  therefore,  that  Missouri 
seconds  his  nomination. 

President  ELMQUIST  :     The  chair  recognizes  Mr.  Finn  of  Kentucky, 

Mr.  FINN  :  If  Mr.  Shaw,  who  has  been  nominated  for  president 
of  this  Association,  is  not  any  worse  than  his  friends  have  described 
him  to  be,  Kentucky  desires  to  join  with  those  who  wish  to  promote 
him  to  this  very  high  and  honorable  position  (laughter  and  applause), 
and  moves  that  the  nominations  be  now  closed  and  that  he  be  nominated 
by  acclamation. 

(The  motion  was  seconded.) 

President  ELMQUIST:  You  have  heard  the  motion  of  Mr.  Finn 
that  the  nominations  be  closed  and  that  Mr.  Shaw  be  nominated  by 
acclamation.  Are  you  ready  for  the  question? 

Mr.  HELM  :  Mr.  Chairman,  I  think  there  is  a  provision  in  the 
Constitution  which  requires  the  Secretary  to  cast  the  ballot  of  the 
Association. 

President  ELMQUIST:  Yes,  it  provides  that  the  Secretary  shall  be 
instructed  to  cast  the  ballot  of  the  Association. 
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Mr.  FINN:  I,  with  the  consent  of  my  second,  accept  that  amend- 
ment. 

(The  motion  as  amended  was  put  to  a  viva  voce  vote  and  unanimously 
carried.  Secretary  Walker  accordingly  proceeded  to  cast  the  unanimous 
ballot  of  the  Association  for  the  election  of  Commissioner  Walter  A. 
Shaw,  of  Illinois,  to  the  office  of  President  of  the  Association  for 
the  ensuing  year.) 

President  ELMQUIST:  The  Chair  is  pleased  to  announce  that  the 
ballot  has  been  cast  unanimously  for  Mr.  Shaw  as  President  of  this 
Association.  Mr.  Shaw.  (Prolonged  applause.) 

Mr.  SHAW:  Mr.  Chairman  and  gentlemen:  It  is  a  great  honor 
to  be  president  of  the  National  Association  of  Railway  and  Utilities 
Commissioners,  and  I  thank  you  for  conferring  that  honor  upon  me. 
I  take  this  opportunity  to  express  my  sincere  appreciation  of  the  many 
kind  things  that  have  been  said  about  my  work  as  a  Utilities  Com- 
missioner. I  trust  that  at  the  conclusion  of  my  term  as  President  of 
the  Association  I  shall  have  conducted  its  affairs  during  the  ensuing 
year  in  such  manner  as  shall  merit  your  continued  commendation. 

Individuals  and  organizations  either  progress  or  go  backwards; 
they  never  stand  still.  From  what  knowledge  I  have  of  this  Associa- 
tion it  has  always  progressed  from  its  inception,  particularly  during 
the  past  year,  on  account  of  the  conditions  brought  about  by  the 
war  which  brought  forth  many  difficult  and  important  questions  in 
which  this  Association  has  taken  part. 

Furthermore,  on  account  of  the  able  leader  this  Association  has  had 
and  of  his  being  able  to  combine  in  one  office  the  duties  of  General 
Solicitor  and  President,  unusual  progress  has  been  made.  Therefore, 
I  have  a  hard  road,  so  to  speak,  to  travel,  and  it  means  that  this 
Association,  if  it  makes  progress  over  and  above  that  which  has  been 
accomplished  during  the  last  year,  we  all  must  put  our  shoulders  to 
the  wheel,  we  must  put  forth  a  united  front,  and.  gentlemen,  I  know 
that  I  will  have  your  support  and  your  undivided  support  in  the 
discharge  of  my  duties,  and  I  ask  you  now  to  give  me  that  undivided 
and  loyal  support.  Given  that,  I  know  that  next  year  when  we  meet 
in  convention,  we  shall  be  able  truly  to  say  that  we  have  made  progress. 
I  thank  you,  gentlemen.  (Applause.) 

President  ELMQUIST:  Gentlemen  of  the  Convention,  I  can  not 
forego  the  opportunity  of  saying  just  one  word  for  Mr.  Shaw.  He 
is  now  elected  and  hence  no  one  can  charge  the  chairman  of  this 
Convention  with  U-inij  at  all  influential  in  his  selection. 

I  have  observed  Mr.  Shaw  for  a  great  many  years.  During  a 
number  of  them  I  have  been  associated  with  him  in  our  work.  Mr. 
Shaw  is  one  of  these  rugged  men,  solid  as  an  oak  tree.  There  is 
nothing  sprvtaailar  about  him.  Mr  N  substantial,  real,  loyal,  manly. 
You  have  <lonc  \\cll  in  selecting  that  kind  of  a  man  to  be  president 
of  this  Association.  (Applause.) 
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Next  in  order  are  nominations  for  First  \  ice-President. 

Mr.  BURR:  Mr.  President,  I  believe  it  is  already  understood  that 
Chairman  Candler  of  the  Georgia  Commission  has  voluntarily  retired 
from  the  possibility  of  taking  the  presidency  of  this  Association  at 
this  time,  although  he  was  in  line  for  it.  I  have  understood  that  this 
has  been  made  necessary  because  of  conditions  over  which  he  has 
no  control. 

This  is  the  second  time  since  I  have  been  a  member  of  this  Associ- 
ation that  the  presidency  has  about  come  to  the  great  state  of  Georgia. 

Some  years  ago  George  Warner  Hill,  who  was  an  able  and  lovable 
man,  and  who  is  remembered  no  doubt  by  a  few  here  today,  who 
was  regular  in  his  attendance  upon  the  conventions  of  this  Association 
and  one  of  the  active  and  able  members  of  it,  at  the  very  moment 
when  he  might  have  been  president  of  the  organization,  was  appointed 
by  the  Governor  of  his  state  to  the  Supreme  bench.  We  were  proud 
at  that  time  of  the  elevation  of  Judge  Hill,  but  sincerely  regretted 
the  loss  of  the  opportunity  to  have  him  as  our  presiding  officer. 

Mr.  Candler  has  been  a  member  of  the  Georgia  Commission  for 
some  years,  and  has  filled  every  position  in  this  Association,  I  believe, 
including  vice-president.  Again  opportunity  raps  at  the  door  of  this 
great  Empire  State  of  the  South,  and  unfortunately  she  will  not  receive 
the  honor. 

Therefore,  that  our  great  Southland  may  be  put  in  line  for  this 
place  in  the  future,  I  am  going  to  place  another  son  of  the  state  of 
Georgia  in  nomination  for  first  Vice-president :  I  refer  to  Mr.  James 
A.  Perry  of  the  Georgia  Commission.  He  has  been  elected  by  the 
people  of  that  state  for  the  second  time.  The  terms  of  office  in  that 
state  are  six  years.  Mr.  Perry  is  an  active  and  able  attorney,  and  a 
useful  member  of  his  Commission.  He  is  a  young  man  in  the  very 
vigor  of  his  manhood,  and  I  am  satisfied  that  this  Association  will 
never  regret  their  action  if  they  will  elect  him  to  this  position. 

I  feel  proud,  after  seventeen  years  of  membership  in  this  Associ- 
ation, as  I  look  back  over  that  time,  to  know  that  there  has  never  been 
a  time  when  at  any  single  convention  there  has  been  any  north,  any 
south,  any  east  or  any  west.  (Applause.)  The  selection  of  officers 
has  gone  in  a  circle.  First  the  south,  the  north,  and  so  it  goes;  and 
I  hope  that  you  will  take  this  son  of  Georgia  whom  I  have  presented, 
in  order  that  our  great  Southland  again  will  have  the  honor  of  a 
presiding  officer  of  this  Association  some  time  in  the  near  future. 
I  thank  you,  gentlemen.  (Applause.) 

Mr.  FUNK:  Mr.  Chairman,  it  has  been  my  privilege  on  several 
occasions  to  have  met  with  the  various  committees  of  this  Association 
at  Washington  and  discussed  matters  pertaining  to  the  business  of  the 
Association.  It  was  my  privilege  on  several,  in  fact  on  the  occasion 
of  a  number  of  those  meetings  of  committees,  to  have  observed  the 
sound  judgment  and  the  sterling  good  sense  of  Commissioner  Perry 
of  Georgia. 
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Therefore  I  am  sure  this  association  will  make  no  mistake  in  elect- 
ing Mr.  Perry  as  its  Vice- President,  and  I  take  great  pleasure  in 
seconding  his  nomination. 

Mr.  FRANK  \V.  SHEALV:  Mr.  Chairman,  I  deem  it  a  special  privilege 
to  second  the  nomination  of  Mr.  Perry  of  our  sister  state  of  Georgia 
to  the  position  of  First  Vice-President  of  this  Association.  I  do  not 
hesitate  to  say  that  the  members  of  the  organization  can  make  no 
mistake  in  the  election  of  Mr.  Perry  to  that  office. 

President  ELMQUIST:    Are  there  any  other  nominations,  gentlemen? 

Mr.   ALEXANDER   FORWARD    (Va.)  :     Mr.   Chairman,    I   move   that 

the  nominations  be  closed  and  that  the  Secretary  cast  the  unanimous 

ballot  of  the  Association  for  the  election  of  Mr.  Perry  to  the  office 

of  First  Vice-President. 

(The  motion  was  seconded  and  adopted  by  a  unamious  viva  voce 
vote,  and  Secretary  Walker  accordingly  announced  that  he  had 
cast  the  unanimous  ballot  of  the  Association  for  the  election  of 
Mr.  James  A.  Perry  of  Georgia  to  the  office  of  First  Vice- 
President  for  the  ensuing  year.) 

President  ELMQUIST  :  Gentlemen,  the  Chair  is  pleased  to  announce 
that  Mr.  Perry  has  been  unanimously  elected  First  Yice-President  of 
this  Association.  Mr.  Perry,  speech.  (Applause.) 

Mr.  JAMES  A.  PERRY  (Georgia)  :  Mr.  President  and  gentlemen  of 
the  convention.  I  highly  appreciate  the  honor  you  have  just  conferred 
upon  me.  During  the  two  years  it  has  been  my  pleasure  to  attend 
the  meetings  of  this  Association.  I  believe  I  have  appreciated  perhaps 
more  than  has  the  average  member  of  these  conventions,  the  im- 
portance of  this  Association.  I  do  not  know  who  will  be  the  suc- 
cessor of  our  retiring  Solicitor  at  Washington,  but  that  position, 
supported  as  it  should  be  by  this  Association  as  a  whole,  it  of  vast 
importance. 

I  know  from  experience  that  the  representatives  in  our  national 
Congress  look  with  great  interest  and  great  concern  to  the  judgment 
and  wishes  of  their  state  commissions  at  home  such  as  we  represent 
on  this  occasion.  It  has  often  been  my  pleasure  to  have  Congressional 
representatives  in  Washington  call  upon  the  Georgia  Commission  for 
thrir  views  on  various  questions  under  consideration  in  Congress. 
So  I  want  to  take  advantage  of  this  opportunity  to  impress  upon  each 
member  of  this  Association,  and  especially  at  this  particular  time,  the 
importance  of  keeping  in  close  touch  with  your  representatives  in 
Congress  and  in  your  vicinity. 

As  I  stated,  gentlemen.  I  very  much  appreciate  the  honor  you  have 

conferred  nj.on   me.  and  I  am  especially  grateful  to  my   friend,  Com- 

nu'ssioiuT   P.nrr  <>f    Florida,    for   the  nice     thing's  he  has  seen   fit  to 

thout  me.     I  only  hope  that   I  shall  measure  up  at   least  in  part 

to   what    you   have   a    rii^ht   to  expect   from  the   very   complimentary 
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references  to  myself  by  Mr.  Burr  as  well  as  the  gentlemen  seconding 
the  motion. 

I  thank  you  sincerely  for  this  honor  and  I  hope  I  shall  be  worthy 
of  it.  (Applause.) 

President  ELMQUIST:  The  Chair  should  have  stated  before  the 
election  of  President  that  I  received  a  letter  from  Mr.  Candler  in 
which  he  requested  that  I  announce  to  the  convention  that  he  could 
not  be  a  candidate  for  the  presidency  of  this  Association  on  account 
of  the  very  large  amount  of  work  he  has  to  do  in  Georgia. 

I  permitted  that  fact  to  be  known  generally  to  the  members  be- 
fore the  election,  and  I  wish  to  have  the  record  show  that  I  have 
not  neglected  to  comply  with  the  wishes  of  Mr.  Candler. 

Nominations  will  now  be  received  for  the  office  of  Second  Vice- 
President. 

Mr.  TAYLOR  (Nebraska)  :  I  take  pleasure,  Mr.  Chairman,  in 
submitting  for  the  consideration  of  this  convention,  the  name  of  a 
member  of  a  commission  that  was  one  of  the  pioneers  in  the  field  of 
regulation,  and  who  has  himself  ever  been  one  of  the  leaders  in 
state  regulation. 

I  have  known  Mr.  Carl  D.  Jackson  of  the  Wisconsin  Commission 
for  several  years  through  my  connection  with  this  Association,  and 
I  believe  that  his  election  to  the  office  o>f  Second  Vice-President 
would  be  consistent  with  the  policy  which  this  convention  has  estab- 
lished this  morning  in  the  selection  Mr.  Shaw  for  President. 

As  has  been  so  well  stated  and  with  which  I  heartily  agree,  Mr. 
Shaw  personifies  those  substantial,  reliable,  and  conscientious  quali- 
fications that  help  so  much  in  making  an  organization  of  this  kind 
a  success ;  and  to  my  mind,  from  the  relations  which  I  have  had 
with  Mr.  Jackson,  I  feel  he  is  a  man  of  much  the  same  temperament 
and  type.  He  is  a  hard  worker,  energetic,  very  constructive  in  his 
ideas,  and  has  been  an  exceedingly  helpful  member  of  this  Association. 

For  that  reason  I  take  great  p1easure  in  presenting  Mr.  Carl  D. 
Jackson  of  Wisconsin  as  candidate  for  the  office  of  Second  Vice- 
President  of  this  Association.  (Applause.) 

Mr.  FRED  W.  PUTNAM  (Minnesota)  :  Mr.  Chairman,  as  a  member 
of  a  neighboring  commission  and  one  who  has  had  ample  opportunity 
to  become  acquainted  with  and  observe  Mr.  Jackson  in-  action,  hav- 
ing had  the  pleasure  of  being  with  Mr.  Jackson  on  various  occasions 
when  the  state  commissions  have  presented  their  views  to  various 
bodies,  and  of  seeing  the  vigorous  manner  in  which  he  is  able  to 
represent  his  great  state,  I  believe  Mr.  Jackson  is  entirely  fitted  to 
be  an  officer  of  this  Association.  It  is,  therefore,  with  great  pleasure 
that  I  second  the  nomination  of  Mr.  Jackson.  (Renewed  applause.) 

Mr.  MACLEOD  (Mass.)  :  Mr.  Chairman,  lest  the  nomination  of 
Mr.  Jackson  might  seem  in  view  of  the  remarks  of  the  last  two 
speakers  to  take  on  the  character  of  a  neighborhood  affair,  I  desire 
as  a  representative  of  one  of  the  remote  border  states  that  was 


AND    UTILITIES    COMMISSIONERS.  127 

pictured  in  the  newspaper  this  morning  (laughter)  to  inform  you 
that  the  name  of  Mr.  Jackson  has  extended  into  the  borders  of  Massa- 
chusetts (renewed  laughter)  ;  and  I  take  very  great  pleasure  in  sec- 
onding his  nomination  for  this  important  office,  not  only  as  a  tribute 
to  the  Wisconsin  Commission  which  has  done  to  much  to  shape  the 
policy  for  the  whole  country  with  respect  to  regulation  in  the  state 
field,  but  also  in  recognition  of  the  personal  qualities  and  qualifica- 
tions of  Mr.  Jackson,  which  are  so  well  known  to  every  member  of 
this  convention  by  reason  of  their  Association  with  him  in  this  and 
previous  conventions,  that  no  word  of  encomium  is  necessary. 

I  simply  desire  to  express  the  view  that  with  the  nomination  of 
Mr.  Jackson  I  believe  that  the  happy  condition  referred  to  by  Mr. 
Burr  of  Georgia  will  have  been  achieved,  in  that  all  sections  of  the 
country  will  be  represented.  (Applause.) 

Mr.  GRANT  E.  HALDERMAN  (Colo)  :  Mr.  Chairman,  I  have  known 
Mr.  Jackson  for  about  24  hours,  and  I  have  been  impressed  with  his 
personality.  (Laughter  and  applause)  On  behalf  of  the  Colorado 
Commission  I  move  you  that  the  nominations  be  closed  and  that  the 
Secretary  be  instructed  to  cast  the  ballot  for  his  election  by  accla- 
mation. 

(The  motion  was  seconded  and  prevailed  by  a  unanimous  viva 
voce  vote.  Accordingly,  Secretary  Walker  proceeded  to  cast 
the  unanimous  ballot  of  the  Association  for  the  election  of  Mr. 
Jackson  to  the  office  of  the  Second  Vice-President  for  the  en- 
suing year.) 

President  ELMQUIST:  The  Chair  is  very  glad  to  announce  that 
Mr.  Jackson  of  Wisconsin  has  been  elected  Second  Vice-President. 
Where  is  he?  (Applause.) 

Mr.  JACKSON:  Mr.  Chairman  and  gentlemen:  I  want  to  assure 
you  that  I  very  deeply  appreciate  this  honor  and  that  I  shall  give  as 
much  as  I  have  in  the  past,  and  in  fact  all  that  is  in  me,  in  furthering" 
the  interests  of  this  Association.  <  Applause.) 

I  think  the  chief  emolument,  as  I  have  been  thinking  it  over,  that 
any  of  us  get  out  of  being  State  Commissioner-  i-  found  in  the 
lation  and  friendships  formed  in  this  association  rather  than  in 
the  pecuniary  emoluments  which  may  come  to  us.  I  have  had  the 
pleasure  of  working  in  Washington  on  various  committees  at  critical 
times  in  our  history  as  an  Association,  and  at  critical  times  in  the 
history  of  this  country.  I  think  that  the  work  which  ha>  been  done 
so  ably  by  Mr.  Elmquist  and  other  representatives  in  Washington 
in  connection  with  Federal  rate  regulation  and  making  known  in 
Congress  what  the  State  Commissions  have  done  and  desire,  can  not 
be  over-estimated. 

1   do  not  know   for  sure,  but   it  seems  to  me  at   this  time  when   I 

£0  to  W  n  that  I   feel  more  and   more  there  is  irrowin^  there 

lization  of  the  importance  of  our  functions  and  the  ahsnhite  neces- 
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sity  for  the  retention  of  state  rights  and  state  regulation.  (Applause.) 
I  have  taken  part  in  many  of  the  conferences,  and  have  appeared 
with  others  before  the  committees  of  Congress,  and  I  believe  that 
the  arguments  put  up  by  Mr.  Elmquist  and  others  have  had  their 
effect  and  that  when  Congress  finally  acts  it  will  express  what  is 
the  great  majority  opinion,  namely,  that  the  states  must  be  kept 
as  states  with  their  powers  to  locally  function  for  the  good  of  the 
public  and  for  the  preservation  of  state  regulation.  (Renewed  ap- 
plause.) 

Certainly  whatever  I  may  be  able  to  do  in  any  capacity  in  further- 
ing this  good  work  for  the  benefit  of  the  public  I  will  do  most 
happily  and  heartily  and  with  my  whole  soul.  I  thank  you,  Mr. 
Chairman,  and  gentlemen.  (Applause.) 

President  ELMQUIST:  Nominations  are  now  in  order  for  .Sec- 
retary. 

Mr.  LEWENBERG  :  Mr.  Chairman,  I  move  you,  sir,  that  you  cast 
one  ballot  for  James  B.  Walker  of  New  York  as  Secretary  of  the 
Association  to  succeed  himself. 

(The  motion   was   seconded   amidst  applause.) 

President  ELMQUIST:  It  is  moved  and  seconded  that  the  Chair 
cast  the  ballot  of  the  convention  for  James  B.  Walker  as  Secretary. 

There   is  no   hesitation   on   my   part,   Mr.   Secretary   in   complying 
with  the  request  of  the  convention.     The  Chair  casts  the  ballot  of 
the  convention  for  James  B.  Walker  for  secretary.     (Applause.) 
(The  motion  was  carried.) 

Secretary  WALKER:  Mr.  President  and  gentlemen  of  the  conven- 
tion: I  am  rather  in  the  position  of  the  young  lady  to  whom  a  pro- 
posal of  marriage  was  made ;  I  am  almost  tempted  to  say  "This  is 
so  sudden."  (Laughter  and  applause.) 

I  thank  you  for  having  selected  me  again  to  act  as  your  Secretary. 
It  is  a  work  that  I  like  and  enjoy,  and  the  annual  conventions  give 
me  opportunity  to  meet  so  many  of  you  and  to  hear  what  is  going 
on  in  the  other  states  that  I  certainly  do  not  want  to  miss  that 
opportuntiy. 

I  shall  do  my  best  to  perform:  my  duties  in  this  office  for  the 
ensuing  year,  and  I  assure  you  of  my  cordial  appreciation  of  your 
kindness.  (Applause.) 

President  ELMQUIST:  Nominations  for  Assistant  Secretary  are 
in  order. 

Mr.  JACKSON  :  Mr.  Chairman,  our  present  Assistant  Secretary 
is  Mr.  L.  S.  Boyd,  Librarian  of  the  Interstate  Commerce  Commission. 
He  is  in  Washington  and  is  in  connection  with  many  other  matters 
connected  with  our  Association.  He  lias  acted  as  our  Assistant  Sec- 
retary for  some  time  and  he  has  been  willing  to  accept  that  duty 
in  the  past  and  I  am  informed  he  is  willing  to  accept  it  in  the  future. 

We  made  no  mistake  in  electing  him  originally,  and  in  my  opinion 
we  would  be  making  a  mistake  if  we  dicf  not  select  him  as  his  own 
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successor.      I   therefore   place   in   nomination   as   Assistant    Secretary 
of  this  Association  the  name  of   L.   S.   Boyd.      (Applause.)  . 

(The  motion  received  many  seconds.) 

President  ELMQUIST:  There  being  no  other  nominations,  Mr. 
Jackson,  will  you  incorporate  in  your  motion  that  the  Secretary  cast 
the  ballot  of  the  convention? 

Mr.  JACKSON  :  Yes,  I  move  that  his  selection  be  made  unanimous 
and  that  the  Secretary  be  instructed  to  cast  the  unanimous  ballot  of 
the  convention. 

(The  motion  was  seconded,  and  being  adopted  by  a  unanimous 
viva  voce  vote,  Secretary  \Yalker  announced  that  he  had  cast 
the  unanimous  ballot  of  the  Association  for  the  election  of  Mr. 
L.  S.  Boyd  to  the  office  of  Assistant  Secretary  for  the  Ensuing 
year.) 

MR.  CLELAND  (Wash.)  :  I  do  not  know  the  man  who  has  just 
been  elected  Assistant  Secretary.  Mr  Chairman,  but  it  has  been  my 
observation  that  the  farther  down  the  line  we  went  the  shorter  the 
speeches  were  in  accepting  and  electing.  Therefore  on  behalf  of  the 
gentleman  who  has  been  elected  Assistant  Secretary,  I  wish  to  thank 
you.  (Laughter  and  applause.) 

President  ELM^'I^T:  That  completes  the  election  of  officers,  gen- 
tlemen. The  pending  question  is  the  motion  of  Commissioner  Shaw 
that  the  Valuation  report  be  received  and  printed.  That  report  was 
under  consideration  by  Judge  Helm.  Do  you  wish  to  resume  your 
discussion,  Judge  Helm  ? 

Mr.  HELM  :    I  will  be  willing  to  resume  my  discussion  after  recess, 
Mr.  Chairman,  inasmuch  as  the  time  of  adjournment  has  now  arrived. 
President   ELMOUIST:     With   that  understanding,   we   will   adjourn 
now  until  two  o'clock. 

(A  recess  was  here  taken  at  12:45  P.M.,  October  15,  1919,  until 
2:00  o'clock  P.M.) 


AFTERNOON  SESSION 

ASSEMBLY   ROOM,  CLAYPOOL  HOTEL 

Wednesday,  October  15,  1919,  2:00  P.  M. 

President  ELMQUIST:  The  pending  motion  is  that  of  Mr.  Shaw 
that  the  report  of  the  Valuation  Cmnmittee  be  received  and  printed. 
Are  you  ready  for  the  question? 

(The   question    was   called    for   and   the   motion   adopted   by   a 
unanimous  viva  voce  vote.) 
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President  ELMQUIST  :  I  put  that  motion,  Judge  Helm,  so  as 
to  get 'it  out  of  the  way.  Now  you  may  conclude  your  remarks. 
I  merely  wanted  to  have  the  record  show  that  the  motion  was  dis- 
posed of. 

Mr.  HELM  :  What  was  the  hour  assigned  for  Mr.  Finn,  two 
o'clock? 

President  ELMQUIST:     He  was  to  speak  at  2:15. 

Mr.  HELM  :  I  certainly  do  not  want  to  encroach  upon  his  time. 
I  only  want  to  occupy  a  very  brief  time,  Mr.  Chairman,  for  the 
reason  that  our  time  is  too  short  to  take  up  any  one  of  the  very 
many  important  questions  connected  with  valuation  and  discuss  it 
in  the  time  we  have  at  our  disposal. 

There  are  many  questions  that  this  Association  might  profitably 
discuss  in  consideration  of  the  various  angles  of  this  proposition,  but 
my  only  purpose  at  this  time  is  to  try  to  impress  upon  the  Association 
the  importance  of  obtaining  and  retaining  closer  relations  with  the 
Bureau  at  Washington  and  properly  supporting  that  Bureau. 

This  question  of  valuation  is  going  to  be  of  the  very  greatest 
importance,  and  the  many  features  of  it  that  are  to  be  considered 
as  fundamental  principles  to  be  adopted  or  rejected  by  the  Interstate 
Commerce  Commission  should  be  considered  by  the  representatives 
of  this  Association.  We  would  not  have  time  now,  however,  to  take 
up  the  questions  of  original  investment,  or  the  first  cost  of  the 
property,  or  the  reproduction  theory,  or  the  reproduction  less  depreci- 
ation theory,  and  of  the  allowances  that  should  be  made  for  public 
contributions  and  the  many  other  features,  any  of  which  would  take 
a  half  day's  time  to  discuss,  so  I  shall  not  enter  upon  any  of  those 
subjects  at  this  time. 

I  wish  simply  to  say  that  I  think  this  Association  has  done  well 
in  electing  for  your  President  next  year  a  man  who  is  thoroughly 
familiar  with  these  questions  of  valuation,  so  far  at  least  as  they 
relate  to  the  engineering  problem  involved,  which  covers  nearly  every 
problem  that  is  involved  in  the  -valuation  question.  There  will  be 
many  very  serious  questions  of  law  to  be  considered  in  the  applying 
of  these  principles,  which  this  Association  should  look  after.  How- 
ever, Mr.  Chairman,  I  do  not  want  to  occupy  any  more  of  our  time, 
and  I  thank  you  for  this  opportunity  to  be  heard.  (Applause.) 
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President  ELMQUIST:  Gentlemen.'  unless  otherwise  ordered,  the 
Chair  will  now  assign  one  hour  for  Hon.  Laurence  B.  Finn  of  Ken- 
tucky, to  discuss  the  question  of  Government  ownership  and  opera- 
tion. (Applause.) 
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Mr.  President  and  Gentlemen  of  this  Association : 

In  fact  I  have  at  least  nine  reasons  why  the  private  ownership  and 
operation  of  railroads  cannot  meet  the  demands  of  the  public  in  mat- 
ters of  transportation,  and  if  I  discussed  those  nine  reasons  fully  it 
would  take  one  hour  to  exhaust  each  reason  that  I  have  why  the  private 
ownership  and  operation  of  transportation  companies  cannot  meet  the 
demands  of  the  public  in  matters  of  transportation.  So  I  hope  that 
each  of  you  may  be  able  to  sympathize  with  me  when  I  have  to  en- 
compass in  one  hour's  time  that  which  I  should  take  nine  times  one 
hour  to  fully  discuss  before  this  Association. 

I  have  here  before  me  a  batch  of  data  which  would  indicate  to  any 
reasonable  man  that  sixty  minutes  was  not  a  sufficient  time  to  even 
briefly  refer  to  the  data  before  me.  But  I  want  each  of  you  person- 
ally to  understand  that  at  any  time  during  my  statement  you  are  at 
liberty  to  stop  me  and  question  me  concerning  any  statement  that  I 
make  before  this  Association.  The  data  which  I  have  here  is  but  to 
substantiate  my  statements  and  to  privilege  me  to  make  foolish  answers 
to  silly  questions  that  may  be  propounded  during  my  statement. 
( Laughter ) . 

I  believe,  my  friends,  that  the  greatest  question  that  confronts  this 
Association  and  the  nation  today  relates  to  the  Government  ownership 
and  operation  of  railroads  as  it  applies  to  the  solution  of  organized 
capital  and  organized  labor.  You  may  analyze,-  if  you  please,  the  var- 
ious solutions  of  the  railroad  problem,  and  while  there  are  seven  in 
number  outstanding  above  all  others,  there  is  not  a  single  solution  of 
this  problem  proposed  that  gives  to  the  public  an  absolute  positive  solu- 
tion of  the  labor  problem  as  it  exists  in  the  private  ownership  and 
operation  of  transportation  companies. 

I  was  extremely  interested  in  the  statements  made  yesterday  by  the 
Chairman  of  the  Interstate  Commerce  Commission,  when  he  presented 
to  this  body  the  very  difficult  and  important  task  of  solving  the  problem 
of  organized  labor  and  organized  capital  as  it  related  to  transportation 
companies.  But  I  desire  now  to  thoroughly  impress  upon  you  the 
alx«>lute  importance  of  this  great  problem  which  of  necessity  must  l>e 
solved  1  cfore  the  question  of  organized  labor  and  organized  capital 
can  be  presented  to  the  public  in  any  way  as  approximately  so'ved.  as 
it  applies  to  the  transportation  companies. 

The  higher  the  state  of  civilization  the  more  dependent  society  be- 
comes upon  the  instrumentalities  of  transportation,  for  intensified  civil- 
ization develops  a  g]  i  economic  and  industrial  society.  Thus 
.led  in  the  various  arts  and  crafts,  and  while  each 
-killed  artisian  becomes  a  greater  bcnefact.  fety,  at  the  same  time 
he  heroine-  more  dependent  upon  SOClCty  to  provide  him  with  those 
-sities  that  his  ,,wii  labor  can  not  create.  The  shoemaker,  the  tailor. 
the  farmer,  the  miner  and  carpenter  cannot  sWap  work.  They  must 
trade  the  pr- .ducts  of  their  labor  in  order  to  live.  They  must  exchange 
ommodities  which  they  manufacture. 


132  NATIONAL    ASMK  IATION     OF    RAILWAY 

This  exchange  is  performed  through  the  instrumentalities  of  transpor- 
tation. Our  civilization  has  so  developed  that  transportation  has  be- 
come the  most  important  economic,  industrial,  as  well  as  social  problem 
to  solve,  for  it  so  interwoven  with  all  the  other  economic,  industrial 
and  social  questions  that  the  Government  can  no  more  allow  the  wheels 
of  transportation  to  stop  than  it  can  allow  the  Government  itself  to 
cease  to  function. 

Aside  from  the  nature  of  -the  service  performed  by  railroad  compan- 
ies, their  legal  status  differentiates  them  from  all  other  kinds  of  indus- 
tries, for  private  corporations  engaged  in  transportation  by  rail  exer- 
cise the  very  powers  and  functions  of  the  Government,  and  this  service 
for  the  public  which  could  be  performed  by  the  Government,  has  been 
delegated  to  private  corporations. 

But  present  social,  industrial  and  economic  conditions  present  new 
problems  that  cannot  be  met  under  private  ownership  and  operation  of 
the  nation's  railroad  highways,  without  violating  certain  other  principles 
and  policies  of  Government  that  must  be  adhered  to. 

The  science  of  government  has  been  solved  from  the  experiments 
and  incidents  which  have  marked  the  growth  and  the  decay  of  society. 
In  solving  governmental  problems,  it  is  just  as  essential  to  select  prov- 
en remedies  to  obtain  a  desired  end,  as  it  is  to  secure  the  desired  result 
itself ;  for  no  well  established  principle  of  government  should  be  vio- 
lated in  order  to  eradicate  other  governmental  ills.  All  social  and 
industrial  evils  must  be  corrected  in  an  orderly  way,  and  unless  the 
Government  provides  an  orderly  way  to  solve  economic,  social  and 
industrial  problems,  chaos  must  reign,  either  socially,  industrially,  or 
economically. 

All  social  and  industrial  evils,  as  I  have  said,  must  be  corrected  in 
an  orderly  way.  Therefore  the  established  laws  of  the  land  must  pro- 
vide a  remedy  for  all  wrongs  and  the  conscience  of  society  must  be 
free  to  select  between  that  which  is  good  and  that  which  is  bad. 

As  the  conscience  of  man  is  deadened  by  self-interest,  economical 
and  industrial  disputes  arising  between  interested  classes,  which  con- 
stitutes society's  greatest  menace  to  industrial  peace,  must  be  settled 
by  dis-interested  arbitrators ;  for  it  is  a  law  of  human  conduct  that  he 
who  refuses  to  submit  his  quarrel  to  a  just,  unbiased  judge,  has  not 
the  support  of  his  own  conscience  in  the  righteousness  of  his  cause. 
(Applause.)  If  a  cause  is  so  unjust  that  it  cannot  be  supported  by  the 
conscience  of  its  proponents,  certainly  it  should  not  be  upheld  or  main- 
tained by  the  armed  power  of  the  Government.  (Renewed  applause). 

But  under  our  present  methods  of  dealing  with  industrial  disputes, 
there  is  no  distinction  between  the  methods  proposed  or  employed  to 
solve  economic  or  industrial  disputes  growing-  out  of  private  business 
conducted  by  private  corporations,  and  in  a  govenmental  enterprise 
conducted  by  private  corporations.  So  long  as  business,  both  of  a 
•governmental  and  private  nature  is  carried  on  by  private  corporations, 
the  same  methods  of  settlement  will  not  only  be  employed,  but  an  in- 
spiration is  offered  to  carry  private  industrial  methods  into  govern- 
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mental  affairs.  Such  methods  threaten  the  stability  of  the  Government 
and  cannot  be  tolerated. 

The  remedy  is  to  allow  business  of  a  private  nature  to  be  conducted 
by  private  individuals  and  private  corporations ;  and  business  of  the 
( io\  ernmtnt  to  be  conducted  by  the  Government,  and  to  employ  methods 
that  are  applicable  to  the  industries  that  are  private  and  methods  appli- 
cable to  undertakings  that  are  governmental.  The  absurdity  of  the 
application  of  the  same  methods  in  private  industrial  disputes  as  in 
governmental  affairs  was  manifested  when  the  policemen  of  Boston 
allowed  themselves  to  be  persuaded  to  believe  that  their  status  as  po- 
licemen of  the  city  of  Boston  was  similar  to  the  ordinary  relationship 
of  master  and  servant,  or  employer  and  employee,  when  in  fact  no 
such  relationship  existed.  The  policeman  was  an  arm  of  the  Govern- 
ment, and  no  arm  of  the  Government  has  the  right  to  self-inflict  the 
body  politic.  (Applause).  The  legislative,  judicial  and  executive 
and  administrative  functions  of  the  Government  are  more  sacred  to  the 
general  welfare  than  the  individual  rights  of  those  who  for  the  time 
being  are  exercising  those  powers  of  government. 

From  which  we  naturally  drift  into  the  sequence  that,  a  strictly 
governmental  service  is  so  sacred  that  it  should  not  remain  in  the  hands 
or  under  the  control  of  private  individuals. 

And,  it  further  follows  that  the  sacredness  of  the  trust  with  which 
the  affairs  of  the  Government  are  impressed,  imposes  a  duty  upon  the 
Government  to  limit  its  activities  to  undertakings  that  are  purely  govern- 
mental in  their  nature. 

My  friends,  you  will  have  to  use  discriminating  justice  in  order  to 
catch  my  point.  And,  by  the  way,  the  first  Democratic  platform  that 
was  ever  written  in  this  nation  said  that  the  perpetuity  of  our  Govern- 
ment depended  upon  the  discriminating  justice  of  the  American  people. 
If  the  American  people  today  have  lost  their  power  of  discriminating 
justice,  take  it  from  me,  and  I  take  it  from  the  authority  of  the  first 
Democratic  platform  that  was  ever  written  in  this  nation,  the  very 
perpetuity  of  our -Government  is  threatened. 

But.  my  friends,  a  knowledge  of  the  science  of  government  and 
public  necessity  must  and  will  determine  those  enterprises  that  are 
•rnmental.  and  those  that  art-  private.  P. ut  I  apprehend  that  a  gen- 
eral rule  must  be  laid  down  more  accurately  defining  a  governmental 
enterprise.  I  therefore.  su^eM  the  following:  So  long  as  competitive 
conditions  and  continual  service  can  be  maintained  in  enterprises 
M-ntial  or  non-essential  the  enterprise  is  a  private  industry. 
P.ut  if  the  enterprise  is  essential  and  cannot  be  maintained  without  a 
m.. n<. ply  and  public  requirements  necessitate  a  continuous 
•be  enterprise  is  public. 

All   enterprise   that    can   be   private    sbnuld   be   private.      Therefore, 

it   is  the  duty  <>t"  the  <  iovcrnmcnt  to  maintain  competitive  conditions  in 

private  enterprises.    I'.ut  if  the  <  iovernment  cannot  maintain  competitive 

i    an    essential    industry,    and  without    cessation    is 

.it  has  reached  the  dan  Tie  of  a  Governmental  enter- 
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prise.  But  as  to  the  railroads,  the  very  laws  which  create  them  de- 
clare that  they  are  public  highways  with  functions  of  the  Government, 
exercising  the  power  of  eminent  domain. 

I  oppose  every  governmental  policy  calculated  to  destroy  the  indivi- 
dual initiative  of  mankind,  for  this  is  the  greatest  incentive  to  the  best 
efforts  of  man's  brain  and  brawn.  I  believe  that  it  is  the  sacred  right  of 
man  to  own,  acquire  and  use  the  property  which  he  has  accumulated 
by  his  own  frugality  and  self-denial.  The  parable  of  the  talent* 
teaches  the  divine  right  of  man  to  own  and  acquire  for  his  individual 
use,  and  commands  him  to  husband  his  own  resources.  Hope,  aspir- 
ation, which  inspire  the  noblest  human  efforts,  are  all  lost  in  an  invol- 
untary community  of  interest  which  is  not  based  upon  a  public 
necessity. 

As  a  principle  of  government,  however,  it  is  as  indefensible  to 
allow  the  private  ownership  of  a  governmental  enterprise,  especially 
when  it  is  a  necessary  monopoly,  as  it  is  to  permit  the  Government 
to  own  or  engage  in  a  private  enterprise  which  of  necessity  must  be 
a  competitive  undertaking.  Either  policy  destroys  individual  initia- 
tive. 

That  transportation  by  rail  is  a  necessary  monopoly  all  students  of 
the  question  now  agree,  for  competitive  conditions  in  matters  of 
transportation  result  in  an  economic  waste  which  is  not  compensated 
by  competitive  conditions.  It  is  generally  agreed,  if  private  opera- 
tion of  transportation  companies  is  continued,  that  the  Sherman  anti- 
trust act  must  be  repealed  as  it  applies  to  railroads  in  order  to  allow 
them  to  consolidate,  and  thereby  permit  a  railroad  monopoly. 

But,  my  friends,  the  railroads  are  very  apt  in  their  euphonious 
expressions,  and  when  they  come  to  the  public  they  desire  the  public 
to  understand  that  monopolies  in  railroads  must  be  maintained  and 
established  in  order  to  maintain  monopolistic  competitive  conditions. 
Do  you  catch  that?  Every  railroad  representative  who  will  come  be- 
fore the  public  and  advocate  the  repeal  of  the  Sherman  law  as  it  ap- 
plies to  railroads  will  tell  the  public  that  the  purpose  of  this  .repeal 
is  to  maintain  a  monopolistic  competitive  condition  between  railroad 
systems.  It  is  just  like  some  man  coming4  before  the  public  and 
attempting  to  persuade  the  people  to  believe  that  there  is  such  a  thing 
as  a  virtuous  prostitute. 

All  agree  that  a  private  monopoly  is  indefensible  and  intolerable,  and 
that  it  should  be  destroyed,  but  what  about  a  necessary  monopoly 
engaged  in  a  governmental  enterprise?  If  a  monopoly  is  necessary 
in  railroad  transportation,  and  all  agree  that  it  is ;  and  if  a  private 
monopoly  is  indefensible,  then  I  assert  that  a  necessary  governmental 
monopoly  must  be  owned  and  operated  by  the  Government. 

Policies  which  might  be  applied  in  private  industries  with  beneficial 
results  to  capital,  labor  and  the  public,  might,  when  applied  by  a 
private  corporation  result  disastrously  to  the  public. 

To  illustrate,  a  complete  understanding  by  various  competing  cloth- 
ing- manufacturers  between  capital  and  labor,  embracing  a  well  devised 
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profit-sharing  plan,  would,  no  doubt,  prove  beneficial  to  capital  and 
labor  engaged  in  such  industry,  and  at  the  same  time  not  be  detrimental 
to  the  public.  But,  a  conspiracy  or  understanding  between  organized 
capital  and  organized  labor  engaged  in  transportation  by  rail,  which 
is  a  necessary  monopoly,  with  a  profit-sharing  plan  between  organ- 
ized capital  and  organized  labor,  would  prove  a  public  calamity. 

Right  here  I  wish  to  digress  in  order  to  express  in  a  very  few  words 
my  objection  to  the  Plumb  plan. 

It  requires  a  surrender  by  the  Government  to  his  clients  certain 
rights  that  the  public  should  retain. 

It  violates  a  necessary  principle  which  should  characterize  every 
governmental  enterprise  by  providing  to  distribute  speculative  profits 
to  the  members  of  an  organization  which  select  two-thirds  of  the 
directors  which  control  the  policies  of  the  operating  corporation.  A 
governmental  enterprise  should  be  operated  without  profit. 

The  plan  described  by  its  author  in  the  hearings  before  the  Com- 
mittee on  Interstate  Commerce,  United  States  Senate,  is  as  follows : 
• 

"By  such  a  plan  we  would  preserve  all  of  the  benefits  and  econ- 
omies of  governmental  ownership,  while  rejecting  the  disadvan- 
tages and  expenses  of  government  ownership.  \Ye  would  retain  all 
the  benefits,  economies  and  efficiencies  of  private  ownership  while 
rejecting  the  cost  of  competition  and  the  cumbersome  cost  of  dupli- 
cating private  organizations." 

This  statement  is  meant  to  repudiate  government  operation,  but  to 
champion  government  ownership  of  the  plant.  However,  the  public 
will  never  be  persuaded  to  believe  that  it  is  necessary  to  purchase  the 
physical  properties  of  the  railroads,  which  cost  them  only  one  billion 
annually  to  maintain  in  dividend  and  interest  accounts  and  at  the  same 
time-  turn  the  property  over  to  a  private  corporation  to  operate  when 
the  cost  of  operation  amounts  to  four  billions:  For  if  there  are  sound 
reasons  for  government  ownership  of  the  physical  properties  there  are 
four  times  as  many  reasons  for  government  operation  of  the  plant. 

It  is  urged  that  the  power  of  organized  labor  en^;>i;ed  in  trail* 
portal  ion  is  much  to  be  feared.  It  is  al>..  ur-rd  that  the  power  and 
influence  of  organized  capital  invested  in  railroad  transportation  must 
also  be  feared.  How  much  more.  then,  should  the  unorganized  public 
a  conspiracy  between  these  two  powerful  organizations,  and  such 
things  have  happened  in  matters  of  transportation. 

When    I    appeared    before   the    I'nited    S  te    Committee   on 

Interstate  Transportation.  I  heard  gentlemen  come  forward  and 
(jiialify  then  the  shipping  public:  and  im- 

m<-diatelv    after    they   had    qualified    themsrh-  tefltathfl 

the  shipping  public  I  have  heard  them  vocalize  atmosphei  >nld 

te  ju^t  the  same  as  if  it  were  vocalized  by  the  representative  of  the 
interested  claSSCS  of  the  railroad  companies.  Hut  mind  YOU.  in  order 
to  get  the  ear  of  the  pul>:ic  they  first  qualified  themselves  as  repre- 
Si-:ifatives  of  the  public. 
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When  I  went  before  that  committee  they  asked  me,  "What  is  your 
name,"  and  I  told  them.  They  said.  "\Yhere  do  you  live,"  and  I  told 
them.  They  said,  "\Yhat  interests  do  you  represent?"  My  friends, 
they  could  not  conceive  of  a  man  appearing  before  them  unless  he 
represented  some  interest,  and  here  was  my  answer  to  them :  I  said, 
"I  am  the  self  constituted,  unpaid  representative  of  the  unorganized 
public."  and  because  I  made  that  answer  they  laughed  at  me  because 
they  thought  that  I  was  a  ridiculous  witness,  which  I  suppose  I  was. 
(Laughter  and  applause.) 

I  started  to  instance  to  you  before  I  digressed  a  condition  in  which 
organized  capital  and  organized  labor  did  combine  in  matters  of  trans- 
portation, and  I  happened  to  think  about  something  else  and  disgressed. 
Xo\v.  let  us  go  back  to  this  instance,  and  Mr.  Chairman,  stop  me  when 
my  time  gets  out  because  there  is  no  chance  for  me  to  conclude  my 
remarks  inside  of  one  hour.  (Laughter  and  applause.) 

Before  the  railroads  were  potent  factors  in  transportation,  steamboats 
had  a  practical  monopoly  in  transporting  heavy  freight.  The  Mississippi 
River  and  tributary  streams  were  filled  with  steamboats.  At  the  high 
tide  of  steamboating  the  pilots  formed  an  organization  known  as  the 
Pilots  Protective  Association.  Through  the  activities  of  this  associa- 
tion their  wages  were  increased.  The  owners  and  captains  of  the 
steamboats  were  the  only  obstructions  that  lay  between  this  Association 
and  absolute  power,  and  as  incredible  as  it  may  seem,  this  obstruction 
was  voluntarily  removed.  When  the  Pilots  Protective  Association 
announced  that  on  September  1,  1861,  wages  would  be  advanced  to 
$500  per  month — compare  that  sum  with  the  maximum  amount  that 
our  railroad  friends  advertise  that  engineers  are  now  receiving, — when 
the  Pilots  Association  announced  that  on  September  1,  1861,  wages 
would  be  advanced  to  $500  per  month,  the  captains  and  owners  instantly 
put  freight  rates  up  a  few  cents  and  explained  to  the  farmers  along  the 
riverside  the  necessity  of  such  an  advance,  due  to  the  burdensome  wages 
imposed  by  the  pilots. 

Xo\v.  I  can  imagine  these  captains  and  owners  of  the  steamboats 
going  along  the  riverside  and  condemning  in  unmeasured  terms  this 
organization  that  resulted  in  robbing  the  public  by  this  unconscionable 
demand  causing  the  necessary  increase  in  freight  rates,  and  telling  the 
farmer  that  they  loved  him  and  would  not  under  any  circumstances 
advance  rates  beyond  that  sum  which  would  necessarily  meet  the  uncon- 
scionable demand  of  the  vicious  organization  known  as  the  Pilots 
Protective  Association. 

But,  it  looked  reasonable  to  the  farmers  to  ask  five  cents  more  on  a 
bushel  of  corn  to  meet  the  increases  in  the  wages  of  the  pilots.  These 
farmers  overlooked  the  fact  that  an  advance  of  five  cents  a  bushel  on 
a  cargo  of  40,000  sacks  of  corn  was  a  great  deal  more  than  was  necessary 
to  cover  the  new  wages.  So  straightway  the  captains  and  the  owners 
got  up  an  organization  of  their  own,  and  by  concerted  action  they 
proposed  to  put  the  wages  of  the  captains  on  these  steamboats  up  to 
$500  too,  and  to  move  for  another  advance  in  freight  rates. 
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At  that  time  this  policy  was  a  novel  idea,  but  of  course  the  effect 
that  had  been  produced  once  could  be  produced  again. 

Now,  just  what  remedy  this  Government  would  have  applied  to 
correct  this  evil  if  it  had  continued,  no  one  can  conjecture,  but  the 
Civil  War  came  on  and  the  steamboats  were  swept  from  the  rivers,  and 
the  railroads  thereafter  became  the  chief  means  of  transportation. 

In  private  industry  where  competitive  conditions  must  exist,  it  is 
to  the  interest  of  the  public  that  friendly  and  cooperative  conditions 
be  maintained  between  capital  and  labor ;  but  where  a  governmental 
enterprise,  which  is  a  necessary  monopoly  is  conducted  by  private 
capital,  the  public  cannot  tolerate  the  results  incident  to  a  combination 
between  organized  capital  and  organized  labor  as  the  above  illustration, 
I  believe,  conclusively  demonstrates. 

The  conclusion  is  inevitable,  therefore,  that  organized  capital, 
organized  labor  and  the  Government  cannot  live  in  permanent  peace 
under  the  private  ownership  of  railroads,  for  under  private  ownership 
of  railroads,  one  of  two  results  is  inevitable:  Either  organized  capital 
and  organized  labor  will  combine,  in  which  event  the  unorganized 
public,  which  comprises  about  80  per  cent  of  100.000,000  of  people 
in  this  nation,  will  be  ground  between  the  upper  and  nether  millstones ; 
or,  organized  capital  and  organized  labor  will  continue  their  strife,  and 
when  the  dispute  becomes  irreconciliable  it  will  result  in  organized 
capital  refusing  to  pay,  or  organized  labor  refusing  to  work. 

Gentlemen,  I  have  attempted  to  show  you  in  the  beginning  of  this 
statement  that  neither  of  these  contingencies  could  be  tolerated  in  the 
matter  of  railroad  transportation.  Therefore  the  military  power  of 
the  Goverment  must  either  be  used  to  compel  private  capital  to  pay 
the  demands  of  private  labor,  or  to  compel  private  labor  to  work  for 
private  capital. 

I  also  told  you  at  the  beginning  of  this  discussion  that  in  order  to 
solve  governmental  problems  no  fundamental  principle  of  this  Govern- 
ment should  be  violated  in  order  to  correct  other  governmental  ills. 
Now,  in  order  to  remedy  this  condition,  one  of  two  results  is 
inevitable:  the  Government  must  compel  private  labor  to  work  for 
private  capital;  or  private  capital  to  pay  the  demand-  of  private  InK-r; 
and  it  is  not  the  province  of  our  Government  to  use  the  military  power 
to  compel  either  event. 

It  is  necessary  to  maintain  competitive  conditions  in  private  indus- 
tries. If  competitive  conditions  in  private  indu-trie-  are  not  maintained, 
then  that  principle  of  government  to  which  a'l  of  us  will  agree,  will  be 
violated,  that  is.  that  a  private  monopoly  is  indefensible  and  intolerable, 
and  must  be  destroyed. 

In  order  to  maintain  the  necessary  competitive  conditions  that  niu-t 
prevail  in  private  industries,  mana.  cials  and  Hoard-  of  Direr 

in  a  given  industry  devoted  to  a  well  defined  primary  purpose 
should  !><•  prohibited  from  imesiini;  in  a  different  kind  «»f  industry 
calculated  to  eliminate  competitive  condition-  where,  from  the  nature  of 
the  business  the  allied  indu-m  i-  not  e--ential  to  the  -ucce-s  of 
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the  primary  undertaking.  And  the  government  should  classify  all 
industries,  for  if  it  is  wise  for  the  government  to  attempt  to  promote 
competitive  conditions  by  preventing  the  duplication  of  directors  in 
different  corporations  it  displays  more  wisdom  to  destroy  the  incentive 
for  the  practice  of  duplicating  directors. 

The  government  should  encourage  all  private  enterprises  in  entering 
into  contracts  between  capital  and  labor  which  should  be  upon  a  high 
plane  of  justice  to  both,  so  that  compensation  for  the  products  of  labor 
will  be  based  upon  the  merit  system;  so  that  each  -laborer  will  receive 
what  he  justly  earns  and  will  earn  what  he  justly  receives;  and  if,  in 
any  industry  labor  desires  to  bargain  collectively,  it  should  have  as 
much  right  to  do  so  as  capital  has  the  right  to  bargain  collectively. 

But,  all  organizations  of  labor  desiring  to  bargain  collectively  should 
be  incorporated,  and  no  collective  bargaining  should  be  compulsory 
on  the  part  of  employers  unless  the  labor  organization  is  incorporated ; 
and  when  any  labor  organization  violates  the  terms  of  its  contract  with 
organized  capital,  then  its  charter  should  be  revoked,  which  in  and  of 
itself  would  debar  the  members  of  that  corporation,  from  collective 
bargaining.  If  capital  violates  its  contract  a  mandamus  can  lie  to  compel 
the  performance  of  the  contract  of  organized  capital  and  deny  its  pro- 
ducts the  right  of  interstate  trade. 

At  present  disputes  between  capital  and  labor  are  destructive  to  each 
other  and  harmful  to  the  public.  Frequently  one  side  or  the  other  pur- 
posely confuses  the  issue  and  suppresses  the  facts,  whereupon  labor 
attempts  to  inflict  pecuniary  punishment  upon  capital  by  refusing  to 
work ;  and  capital  attempts  to  starve  labor  into  accepting  its  demands 
by  refusing  to  pay.  Meanwhile  the  general  public  must  suffer. 

Through  governmental  experts  a  standard  wage  scale  for  various 
industries,  based  upon  the  skill  of  the  laborer  and  the  cost  and  the 
selling  price  of  each  unit  of  production  could  be  ascertained,  and 
disputes  between  organized  capital  and  organized  labor  should  be 
adjusted  upon  a  just  and  scientific  basis. 

A  minimum  wage  scale  must  be  established  based  on  the  cost  of 
certain  commodities  which  comprise  the  actual  necessities  of  life.  All 
disputes  between  organized  capital  and  organized  labor  should  be 
required  by  law  to  be  arbitrated.  (Applause.)  The  Government  should 
have  the  power  to  cancel  the  charter  of  any  labor  organization  that 
refuses  to  submit  its  grievance  to  just  and  unbiased  judges ;  and  should 
be  privileged  to  deny  the  right  of  organized  capital  to  intertate  trans- 
portation if  it  refuses  to  arbitrate  its  grievance. 

Now,  mind  you,  that  is  with  reference  to  private  industry ;  but  in 
the  legislative,  executive,  judicial  and  administrative  affairs  of  govern- 
ment, no  conspiracy  between  governmental  employees  to  stop  their  work 
or  their  employment  should  be  tolerated.  Now,  let  us  catch  this  point : 
so  long  as  governmental  enterprises  are  operated  by  private  industries, 
by  private  individuals,  and  by  private  corporations,  how  can  the 
government  differentiate  between  private  industries  that  are  operated 
by  private  individuals,  and  governmental  enterprises  that  are  operated 
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by  private  individuals?  It  is  true,  my  friends,  you  can  make  the 
distinction,  but  it  is  a  distinction  without  a  difference,  and  in  order  to 
make  the  difference  you  must  have  the  governmental  enterprises  operated 
by  the  government,  and  private  enterprises  operated  by  private 
individuals. 

While  each  individual  should  always  have  the  right  to  resign  his 
present  occupation  and  engage  in  some  other  industry,  the  privilege 
should  not  be  granted  certain  individuals  to  conspire  with  others  to 
stop  work  and  thereby  hamper  or  hinder  any  department  of  the  govern- 
ment. If  the  transportation  companies  are  owned  and  operated  by  the 
Government  we  can  be  as  much  assured  of  a  continuous  transportation 
service  as  we  can  be  assured  that  the  Government  itself  will  not  fail; 
but  so  long  as  transportation  companies  are  owned  or  operated  by 
private  institutions  or  private  corporations,  we  will  ever  be  menaced 
by  the  fear  that  selfish  interests  of  organized  capital  upon  the  one  hand, 
or  the  selfish  interests  of  organized  labor  upon  the  other,  may  result 
in  irreconcilable  disputes. 

Advocates  of  private  ownership  emphasizing  the  inefficiency  and  the 
inadequacy  of  Government  undertakings  must  measure  against  such 
charges,  admitting  all  of  them  to  be  true,  the  possible  cessation  of 
transportation  itself,  as  such  conditions  exist  today  in  many  of  the 
greatest  industries  of  the  nation, ,  whose  business  skill  and  ability  are 
cited  in  comparison  with  Governmental  inefficiency.  If  governmental 
enterprises  are  hindered  or  destroyed  by  any  citizen  or  class  of  citizens 
it  is  within  the  province  of  the  Government  to  use  all  of  its  force  and 
power  to  maintain  and  operate  the  governmental  undertakings,  and 
nothing  but  revolution  stronger  than  the  Government  itself  should 
thwart  the  purpose  of  the  Government.  P.ut  it  is  unjust  and  unfair  to 
require  the  Government  to  use  its  military  power  to  protect  the  rights 
of  private  labor  or  the  property  of  private  capital  when  either  are 
menaced  during  an  unsettled  dispute,  when  neither  are  willing  to  allow 
their  quarrel  to  be  arbitrated  by  a  just  and  unbiased  tribunal,  established 
by  the  Government  to  take  care  of  such  social  and  economic  conditions. 
(  Applause.) 

It  seems  that  labor  should  be  more  interested  in  providing  a  remedy 
to  prevent  the  necessity  for  strikes  than  to  preserve  the  ris^ht  to  strike; 
for  organized  wealth  ran  live  without  profit.;  l.«n^rr  than  organized 
labor  can  live  without  bread. 

cry  one  of  us  realizes  what  a  very  critical  time  this  is  in  our  nation's 
history.  I  am  an  optimist  and  have  faith  in  the  future.  I  want  to  tell 
you  gentlemen  to  what  extent  my  optimism  exists,  I  have  a  friend  in 
Allen  County,  an  adjoining  count v  to  me  in  the  state  of  Kentucky, 
who  .rdini;  l"  mv  estimation,  an  ideal  optimist  :  and.  taking 

counsel  from  his  philosophy  I  announce  here  and  now  that  I  shall  always 
have   faith   in   th-e    future.     He  says  that   when   things  get   bad   they 
are  hard  to  remedy,  but  when  they  get  damned  bad  tlu-v  right  them- 
(Applause).     Therefore,  I  nm  an  optinr 

The   social   and  economic   fires  which   may   burn    and    disturb   our 


140  NATIONAL   ASSOCIATION    OF    RAILWAY 

temporary  peace  will  but  separate  the  dross  from  the  gold.  This  is  an 
age  that  demands  not  only  the  best  thought  but  self  sacrifice  so  that 
each  man's  uplift  will  come  with  the  general  uplift  of  society  and  not 
as  an  individual  development  at  the  expense  of  society.  All  energy 
must  by  synthesized,  economic,  social  and  spiritual ;  but  while  the  forces 
of  nature  under  the  control  of  man  must  be  made  to  harmonize  so  that 
all  energy  shall  be  directed  to  a  common  purpose,  the  welfare  of  man- 
kind, we  must  never  forget  that  individual  initiative  must  be  relied 
upon  as  the  sole  means  to  effect  this  common  purpose.  Industries  must 
be  classified.  We  must  distinguish  between  that  which  is  spiritual  and 
that  which  is  secular.  We  must  separate  the  church  from  the  state. 
Individual  freedom  should  be  limited  only  by  the  actual  necessities 
of  society ;  and  above  all  the  freedom  of  speech,  the  freedom  of  the 
press  and  the  right  to  peaceable  assembly  and  to  present  grievances  to 
those  who  are  temporarily  in  authority  should  never  be  abridged. 

(Applause.) 

I,  for  one,  fear  the  autocratic  power  of  any  minority  attempting  to 
control  the  majority  except  by  the  persuasive  power  of  reason  and 
applied  principles  of  justice.  I  fear  the  autocracy  of  power  itself, 
centralized  in  a  military  form  of  Government.  I  fear  the  autocracy  of 
organized  wealth  for  eventually  it  would  make  commercial  slaves  of 
the  majority.  I  fear  the  autocratic  power  of  organized  labor  for  its 
demands  would  not  be  limited  to  securing  justice ;  but  what  I  do  not 
fear  is-  the  verdict  of  the  majority  of  the  people  when  in  full  posses- 
sion of  all  the  facts.  (Applause.) 

My  friends,  I  have  nine  points  that  I  desire  to  present  to  this 
Convention  as  to  why  the  private  ownership  and  operation  of  railroads 
cannot  meet  the  demands  of  the  public  in  matters  of  transportation. 
You  have  very  kindly  given  me  one  hour  in  which  to  present  these  nine 
points,  but  I  have  devoted  fifty  minutes  of  my  time  to  one  subject.  You 
can  readily  anticipate,  therefore,  how  long  it  would  take  me  to  conclude 
my  address  upon  this  question  when  each  reason  that  I  would  advance 
has  just  as  many  arguments  in  its  favor  as  the  question  which  I  have 
presented  to  you. 

But,  I  am  going  to  briefly  go  over  some  of  these  questions.  Under 
private  ownership  and  operation  of  railroads  these  institutions  are 
required  to  engage  in  politics,  and  as  a  result  scarcely  any  public  ques- 
tion is  free  fom  influences  brought  to  bear  by  those  interested  in  rail- 
road politics.  Now,  that  is  just  number  1,  and  when  I  quit  you  can 
subtract  the  number  of  subjects  I  have  discussed  from  nine,  and  you 
will  find  out  how  many  I  have  not  discussed : 

I  understand  that  Mr.  Bryan  was  before  a  certain  committee  in 
\Ynshington  not  very  long  ago  and  was  asked  a  question  to  this  effect : 
"Mr.  Bryan,  you  say  that  railroads  engage  in  politics.  Give  us  some 
instances  that  make  you  conclude  that  railroads  are  engaged  in  politics.'* 
He  told  me  of  the  inquiry  and  told  me  of  the  answers  that  he  made, 
and  I  only  wish  that  I  could  have  been  substituted  for  Mr.  Bryan  to 
make  answers  to  this  question. 
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For  instance,  you  can  take  the  National  Security  League;  that,  my 
friends,  was  supposedly  a  great  patriotic  organization.  Some  of  the 
greatest  citizenship  of  our  nation  were  associated  with  the  National 
Security  League,  and  a  man  who  refused  to  join  was  almost  counted 
a  traitor,  by  this  organization.  Yet  the  National  Security  League 
was  not  free  from  the  influences  of  railroad  organization,  and  so  much 
did  they  participate  in  politics  that  it  necessitated  3,  congressional 
investigation  with  reference  to  the  National  Security  League.  And,  as 
a  result  of  this  Congressional  investigation  they  found  out  that  the 
office  of  this  League  was  in  New  York,  but  that  upon  entering  the  office 
of  the  League  they  would  see  a  young  man  by  the  name  of  Mr.  West, 
whose  profession  was  that  of  a  lobbyist ;  a  man  by  the  name  of  Orthe 
who  was  a  sisal  importer,  and  I  will  not  take  time  to  explain  to  you 
what  that  is;  a  Mr.  Harvey,  who  was  a  newspaper  reporter  without  a 
job;  but.  they  said,  if  you  would  draw  the  curtain  from  those  three 
distinguished  gentlemen  in  addition  to  the  others  enumerated,  you 
would  find  back  behind  this  curtain  the  hands  of  Rockefeller,  of 
Yanderbilt,  of  Morgan,  of  DuPont,  and  Guggenheim,  suggesting  steel, 
oil,  money  bags,  rifles,  powder  and  railroads,  and  although  the  National 
Security  League  was  instituted  to  promote  patriotism,  there  were 
candidates  for  Congress  approached  by  this  organisation  and  the 
direct  question  was  asked  them  whether  they  favored  the  Government 
ownership  and  operation  of  railroads. 

Now  I  understand  there  are  some  patriots  who  are  so  extremely 
patriotic  they  cannot  differentiate  patriotism  from  the  private  ownership 
and  operation  of  railroads,*  and,  of  course,  upon  such  a  theory  the 
National  Security  League  would  be  thoroughly  justified  in  demanding 
that  all  patriots  advocate  the  private  ownership  and  operation  of 
railroads. 

Let  us  go  down  to  Kentucky,  for  instance.  You  gentlemen  know, 
I  suppose,  by  this  time,  that  I  happen  to  be  from  Kentucky.  Well, 
we  have  had  no  jurisdiction  over  transportation  companies  in  Kentucky 
for  quite  a  while,  that  is,  jurisdiction  that  is  worth  while;  for  many 
years  we  have  been  attempting  to  get  jurisdiction  over  transportation 
companies,  and  upon  one  occassion  I  was  sitting  in  the  gallery  of  the 
house  of  Representatives  and  a  friend  of  tin-  ><» -called  Finn  bill  got  up 
and  said  that  such  a  measure  which  involved  the  great  interests  of  the 
transportation  companies  should  not  be  passed  unless  the  representatives 
of  the  railroad  companies  were  privileged  to  come  before  that  organiza- 
tion and  show  why  its  provisions  were  inimical  to  the  great  transporta- 
tion companies  of  Kentucky,  and  after  elaborating  upon  why  the 
railroads  should  be  privileged  to  protest  against  its  passage,  in  a  very 
short  sentence  by  way  of  parenthesis,  he  aK.>  >aid  that  Mr.  Finn  should 
also  be  allowed  to  come  before  the  legislature  for  the  same  length  of 
time,  thirty  minutes,  and  explain  the  nature  and  necessity  of  its 
provisions.  At  once  a  representative  upon  the  floor  of  the  house 
representing  the  railroads,  saw  the  significance  of  this  absolutely  fair 
proposition,  whereupon  he  told  the  representatives  of  the  commonwealth 
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of  Kentucky  that  it  was  late  in  the  session  and  many  bills  of  great 
importance  were  still  pending,  and  that  it  would  be  unwise  to  devote 
one  hour's  time  to  the  discussion  of  such  a  measure.  This  statement, 
in  spite  of  the  fact  that  a  department  of  the  State  government  had 
proclaimed  openly  that  it  might  as  well  be  abolished  if  its  jurisdiction 
were  not  increased.  But,  his  argument  was  effective  and  potential, 
the  lateness  of  the  session  and  the  importance  of  subsequent  bills 
preyed  upon  the  conscience  of  the  representatives  of  the  commonwealth, 
and  they  refused  to  allow  a  discussion  of  this  measure,  immediately 
after  which  they  defeated  the  bill.  Whereupon  that  assemblage  enter- 
ed into  a  lengthy  discussion  which  necessitated  the  solons  determining 
whether  or  not  gypsies  should  be  privileged  to  camp  on  or  near  the 
public  highways  in  Kentucky. 

Advocates  of  private  ownership  fearing  the  domination  of  the  rail- 
roads in  politics  under  Government,  ownership  may  be  likened  to  a 
man  afflicted  with  small  pox  fearing  to  be  vaccinated  lest  he  might 
contract  varioloid.  (Laughter  and  applause.) 

Mr.  LEWENBERG  :  Mr.  President,  it  is  very  evident  that  Mr.  Finn 
has  prepared  an  elaborate  address  on  this  question,  and  I  therefore  move 
you  that  he  be  given  the  privilege  to  give  to  the  stenographer  the  rest 
of  his  intended  remarks  so  that  they  may  be  printed  as  a  whole.  If 
the  Association  could  afford  it,  I  would  prefer  that  the  whole  address 
be  printed  as  a  paper  with  the  other  addresses  that  will  be  made  or 
have  been  made  before  the  Association,  and  circulated  among  the  mem- 
bers before  the  official  report  is  printed,  which  will  be  several  months. 
If  the  Association  can  afford  this,  I  prefer  the  second  suggestion ;  if 
not,  then  the  first. 

President  ELMQUIST  :  Gentlemen,  you  have  heard  the  motion  of  the 
gentleman  from  Massachusetts. 

Mr.  FINN  :  Mr.  President,  the  remarks  I  have  made  thus  far  are 
purely  introductory.  (Laughter.)  My  real  address  is  devoted  to  this 
proposition : 

When  the  railroads  were  taken  over  by  the  Government — and  I  want 
to  apologize  for  making  that  statement  and  state  it  more  accurately 
by  saying  when  the  railroads  took  over  the  Government  (laughter),  a 
great  many  people  in  this  country  were  in  favor  of  Government  owner- 
ship and  operation.  Now  the  greatest  opposition  to  Government  owner- 
ship and  operation  at  present  is  due  to  the  unsatisfactory  methods  of  the 
present  machine  operating  the  common  carriers.  I  would  like  to  be 
privileged  in  1920  or  1921  to  present  to  this  or  some  association,  a 
conclusive  statement  why  Government  ownership  and  operation  should 
not  be  charged  with  the  present  unsatisfactory  methods  in  operation 
due  to  the  present  machine  which  is  now  operating  the  transportation 
company. 

The  public  are  interested  in  but  three  things  practically :  reasonable 
rates ;  adequate  service ;  and  adequate  facilities.  I  believe  an  analysis 
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of  the  present  method  of  operation  will  conclusively  show  that  it  is 
an  inspiration  to  those  who  are  charged  with  operation  to  create  un- 
reasonable rates,  inadequate  service  and  unsatisfactory  operating 
conditions;  and  I  would  like  to  further  show  that  actual,  bona  fide, 
honest  to  God  government  ownership  and  control  is  an  inspiration  to 
adequate  rates,  adequate  service  and  satisfactory  operations.  .But,  3t 
would  take  me  another  hour  to  do  that. 

Mr.  LEWENBERG:  After  this  motion  I  have  made  is  disposed  of,  I 
would  like  to  make  another  motion  that  in  view  of  the  last  statement 
of  Mr.  Finn,  that  a  former  president  of  this  Association  who  is  now 
assisting  in  the  direction  of  the  railroads  of  this  country,  Mr.  Max 
Thelen  of  California,  be  given  the  privelege  of  the  floor  to  expound 
whatever  doctrine  he  may  desire  to  expound  on  this  question,  which 
seems  to  be  the  burning  question  of  the  day. 

Mr.  FINN:  Gentlemen  of  this  Association,  this  is  my  swan  song. 
I  have  been  a  member  of  this  organization  for  twelve  years.  During 
the  deliberations  of  this  Associations  in  those  years  I  have  formed 
friendships,  acquaintances  and  associations  that  are  so  strong  that 
death  alone  can  sever  these  ties  of  friendship.  This  today  is  my  swan 
song  to  this  assembly.  My  associates  can  testify  that  I  voluntarily 
resigned  from  the  position  that  I  occupied,  because  I  have  conceived 
that  I  can  no  longer  be  as  much  benefit  to  the  public  as  a  public  official 
as  I  hope  to  be  as  a  private  citizen. 

I  grant  that  every  one  of  you  who  hears  me  and  those  of  you  who 
have  been  members  of  this  Association  heretofore,  are  inspired  by  the 
same  impulses  of  honesty  and  integrity  that  I  pray  God  have  charac- 
terized my  actions  and  my  statements  as  a  member  of  this  organization; 
but,  my  friends,  from  time  to  time  I  have  adopted  policies,  I  have  es- 
poused public  causes  that  have  embarrassed  my  friends  interested  in 
my  political  preferment.  A  friend  of  mine  not  long  since  said  to  me, 
"Why  is  it  you  £ome  forward  and  advocate  Government  ownership 
and  operation  of  railroads?  Don't  you  know  that  the  majority  of  the 
people  are  against  it?  You  can't  get  anywhere  by  advocating  such  a 
policy,  and  among  the  leading  riti/cns  it  disqualifies  you  as  a  leader  of 
public  thought  ;  so  why  not  for  your  own  benefit,  cease  advocating 
such  a  proposal?"  I  replied,  "My  friend,  have  you  ever  read  the 
in  Aesop's  Fables  alioni  the  oak  and  the  will-  Mice  upon  a  time 

then  large  oak  floating  down  the  river  that   \va-  M -en  bv   some 

wi11<  ding    upon    the    batiks    and    the    following    conversation 

:  red  between  the  oak  and  the  willows:  The  willo\\-  .rd.  "Win- 
is  it  that  you  with  vour  large  trunk  and  grca:  Mending  into  the 
ground  have  fallen  into  this  stream  while  we.  with  OUT  tinv  bodies  ^lill 
stand  upon  the  hanks?1'  and  the  oak  replied.  'I  resisted  the  -torm  and 
you  bent  with  it.'  "  So,  regardless  of  the  consequ.  '"all  continue 
to  resist  the  storms  of  error  while  others  may  watch  the  calam 
that  befall.  1'ut  the  river  empties  into  tlx  sea  and  the  sea  \r.\<  a  tide. 
and  the  tide  sometimes  comes  back.  I  hope  you  get  the  application. 

i  \pplause.) 


144  NATIONAL    ASSOCIATION    OF    RMLWAY 

President  ELMQUIST  :  Gentlemen,  is  the  motion  of  Mr.  Lewenberg 
seconded  ? 

Mr.  SMITH   (.Michigan):     I  second  the  motion. 

President  ELMQUIST  :  The  motion  is  made  and  seconded  that  Mr. 
Finn  be  permitted  to  edit  his  address  and  that  it  be  published  in  the 
proceedings  of  the  Convention ;  and  that  if  the  Convention  so  wills, 
copies  be  printed  and  circulated  among  the  membership.  Is  there  any 
discussion  of  the  motion  ? 

(The  question  being  called  for,  was  put  and  the  motion  was  adapted 
by  a  viva  voce  vote,  Mr.  Finn  voting  in  the  negative.) 

President  ELMQUIST  :  Mr.  Finn,  still  being  a  member  of  the  Asso- 
ciation, you  will  obey  its  wishes.  (Laughter  and  applause.) 

Gentlemen,  yesterday,  the  convention  decided  that  at  3:30  this  after- 
noon the  round-table  conferences  would  be  taken  up.  Last  night  the 
round-table  conference  on  telegraph  and  telephones  was  in  session  from 
eight  o'clock  until  half  past  eleven.  Tonight  there  will  be  a  bar.quet 
which  will  last  perhaps  until  mid-night. 

It  has  been  suggested  by  some  of  the  members  here  that  perhaps  it 
would  be  wiser  to  continue  with  one  or  two  of  the  reports  here  nnd 
convene  the  round-table  conference  tomorrow  morning  at  9  o'clock 
sharp,  and  continue  therewith  until  10:30  o'clock,  at  which  time  the 
regular  order  of  the  convention  will  proceed.  If  there  is  no  obje:tion 
to  that  order  it  will  be  so  understood. 

Mr.  LEWENBERG:     Does  it  meet  here  at  9  o'clock? 

President  ELMQUIST:  Yes.  The  chair  understands  there  is  no  ob- 
jection to  proceeding  in  that  manner,  so  that  the  round-table  conference 
will  convene  here  tomorrow  morning  at  9  o'clock  sharp. 

Mr.  LEWIS  (Iowa)  :  There  are  two  round-table  conferences,  Mr. 
Chairman. 

President  ELMQUIST  :  Yes,  that  is  correct,  one  on  the  street  cars, 
and  one  on  rate  making,  besides  the  telephone  and  telegraph  conference. 

Mr.  LEWIS  :     Which  one  convenes  here  ? 

President  ELMQUIST:  They  will  both  convene  here  and  then  we 
will  find  out  where  they  are  to  go. 

May  I  enquire  at  this  point,  for  the  benefit  of  the  Committee  on 
Memorials,  if  there  are  any  persons  here  who  know  of  the  decease  of 
any  member  or  members  of  our  organization  during  the  past  year,  and 
if  so,  will  you  kindly  give  their  names. 

Mr.  SMITH  (Michigan)  :  I  reported  to  the  Committee  the  death  of 
Charles  S.  Cunningham  of  Michigan. 

President  ELMQUIST:     Are  there  any  others?    That  seems  to  be  all. 

Now,  Mr.  Allen,  are  you  prepared  to  present  your  report  on  Public 
Ownership  and  Operation  ? 
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REPORT  OF  COMMITTEE  ON  PUBLIC   OWNERSHIP 
AND   OPERATION 

Mr.  JOHN  S.  ALLEN  (Wisconsin):  Mr.  Chairman,  as  it  is  neces- 
sarily true  in  a  report  of  this  kind,  on  the  subject  of  Public  Ownership 
and  Operation,  it  has  been  quite  impracticable,  and  I  think  you  will 
readily  see  the  reason,  to  make  a  report  which  should  embody  the  opinion 
of  all  the  members  of  the  Committee. 

Your  committee  is  composed  of  members  who  are  from  various 
parts  of  the  country,  and  even  if  they  were  not,  it  is,  I  think,  quiie  im- 
practicable to  make  a  report  which  should  be  a  composite  idea  of  all  of 
the  members  of  the  Committee. 

This  is  not  a  compilation  of  data ;  it  is  largely  a  matter  of  opinion, 
and  an  agreement  of  opinion  in  the  question  of  public  ownership  and 
operation  I  think  is  quite  as  impossible  as  would  be  an  agreement  on 
the  questions  of  politics  or  religion. 

This  report,  therefore,  is  not  given  as  expressing  the  opinion  of 
any  one  hut  myself.  The  suggestions  made  by  other  members  of  the 
Committee  have  consisted  of  a  change  of  a  word  in  some  instances, 
to  a  change  which  would  disembowel  the  report  entirely. 

Mr.  Finn,  as  a  member  of  the  Committee,  has  given  you  his  notions, 
and  you  will  realize,  of  course,  that  his  notions  are  very  different  from 
those  of  some  other  members  of  the  Committee. 

I  will  now  read  the  report. 

To  the  National  Association  of  Railway  and   Utilitcs  Commissioners: 

Your  Committee  has  approached  the  task  of  making  this  annual  re- 
port with  a  keen  sense  of  the  rapidly  changing  conditions  now  taking 
place.  It  is  not  at  all  improbable  that  epoch-making  history  is  now  being 
made  in  the  matter  of  "Public  Ownership  and  Operation'*  to  a  degree 
which  it  is  quite  impossible  for  us  to  comprehend.  Though  this  subject 
has  provoked  never  ending  discussion  for  a  period  of  perhaps  thirty 
years,  yet  the  maelstrom  of  the  fundamental  changes  which  have  occur- 
red in  the  past  two  years  has  swept  it  into  a  prominence  which  could 
rly  have  been  anticipated.  These  recent  changes  have  not  only  given 
•  prominence  to  this  question,  but  a  turn  lias  aUo  he  -n  uiven  to  tin* 
tide  of  the  arguments  for  and  againM  the  sublet  from  which  it  will  not 
soon  recover.  This  Committee  has  endeavored  to  set  forth  conditions 
as  they  exist. 

I  Hiring  the  past  two  year-  we  have  had,  as  a  result  of  our  entrance 
into  the  great  world  conflict,  two  trials  of  federal  operation  of  g] 
utilities.  When  the  railroads  were  first  taken  over  by  the  government 
we  had  assurances  from  the  advocates  of  public  ownership  tint  never 
again  would  they  be  privately  owned  or  operated ;  that  the  taking  over 
wafl  but  the  first  «tep  of  nationalization.  It  was  even  implied  by  oppon- 
nents  of  the  scheme  that  the  purpose  of  taking  over  wa<  not  war  necess- 
ity, but  i  idling  effort  to  -uialize  the  whole  transportation  sys- 


146  NATIONAL    ASSOCIATION    OF    RAILWAY 

tern  of  the  country.  When  the  wire  lines  were  taken  over  this  cry 
was  even  more  pronounced,  because  the  postmaster-general  was  known 
to  be  an  advocate  of  the  governmental  ownership  of  all  lines  of  com- 
munication, and  the  added  fact  that  the  war  necessity  of  the  measure 
was  not  so  obvious  as  in  the  case  of  the  railroads.  Your  Committee  has 
no  desire  to  discuss,  and  sees  no  reason  for  discussing,  the  motives 
behind  these  movements  for  control.  Inasmuch  as  the  utilities  have 
either  gone  back,  or  are  about  to  go  back,  to  private  operation,  we 
can  simply  point  to  a  change  in  public  opinion,  if  it  is  to  be  assumed 
that  the  public  felt  that  the  taking  over  was  a  step  toward  ownership. 
It  is  but  just,  however,  to  point  out  that  the  period  of  Government 
control  was  not,  and  could  not  be,  a  fair  criterion  of  what  public 
ownership  and  operation  might  or  might  not  accomplish.  It  is  futile 
to  say  that  government  operation  was  a  failure,  or  on  the  other  hand 
a  great  success,  because  conditions  under  which  the  carriers  and  wires 
were  controlled  were  so  materially  different  as  to  be  not  comparable 
with  any  others.  There  are  certain  economies  of  operation  which  we 
are  all  aware  have  been  accomplished  under  government  operation 
that  were  impossible  under  private  control,  but  the  example  of  what 
may  be  rlone  where  no  legal  barriers  intervene  will  unquestionably  lead 
to  legislation  to  iron  out  the  troubles  when  the  roads  are  turned  back 
to  their  owners.  * 

There  is  now  before  Congress  what  is  know  as  the  Sims  Bill,  em- 
bodying the  so-called  ''Plumb  Plan"  for  Government  ownership  and 
labor  operation  of  the  carriers.  It  is  apparent  that  so  far  as  it  has  gone 
it  has  gained  little  support  in  Congress,  and  that  it  will  not  have  serious 
consideration  in  the  framing  of  railroad  legislation.  It  is  the  most 
radical  movement  toward  Government  ownership  yet  broached,  but  the 
fact  that  sentiment  for  it  has  been  aroused  and  fostered  by  as  well  or- 
ganized and  widespread  propaganda  as  can  well  be  imagined  has  given 
it  publicity  which  it  does  not  merit.  There  is  need,  however,  of  the 
Committee's  calling  attention  to  the  fact  that  so  deep  rooted  in  some 
quarters  has  become  the  belief  in  this  measure  by  the  use  of  propaganda 
that  it  must  be  combatted  by  sane  dissemination  of  information  and  not 
summarily  dismissed  as  visionary. 

We  cannot  fail,  also,  to  note  the  growth  of  the  nationalization  idea 
in  this  country,  especially  in  the  middle  west.  North  Dakota  has  made 
more  rapid  strides  in  socialization  than  any  other  state  in  the  union, 
not  alone  in  the  public  utility  field  but  in  the  commercial  as  well.  Sure- 
ly, we  will  be  able  in  a  few  years  to  judge  dispassionately  of  the  prop- 
osition. It  is  too  early  as  yet  for  any  of  us  to  form  a  judgment  on  the 
result. 

The  movement  toward  public  ownership  and  operation  has  re- 
ceived succor  from  a  wide  variety  of  sources.  The  argument  that  the 
public  should  hold  in  its  name  the  fee  and  title  of  those  activities 
which  serve  the  public  and  which  the  public  regulates  is  an  argument 
which  many  people  accept  as  the  last  word  on  the  subject.  The  arg- 
ument that  the  public  can  do  as  it  pleases  with  that  which  is  its  very  own 
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is  in  many  quarters  equally  conclusive.  One  of  the  arguments  that  is 
seldom  used,  and  never  can  be  truthfully  used,  is  that  public  owner- 
ship and  operation  is  more  efficient  than  private  ownership  and  pri- 
vate operation.  Instances  do  exist  where  a  well-managed  publicly- 
owned  property  is  more  efficient  than  a  poorly-managed  publicly- 
owned  property,  but  these  are  rare  and  do  not  in  any  way  weaken  the 
statement  that  the  final  desideratum  in  a  public  property  is  that  degree 
of  efficiency  which  is  being  obtained  under  private  ownership  and  oper- 
ation. 

There  has  been  considerably  more  agitation  for  public  ownership 
during  the  past  few  years  than  ever  before.  The  underlying  reasons 
are  many,  and  may  perhaps  all  be  traced  back  to  the  war  and  the  condi- 
tion growing  out  of  it.  Local  utilities  have  been  affected  fully  as  much 
as  railroads  and  wire  lines.  The  reasons  for  the  impetus  given  to  the 
movement  for  public  ownership  and  operation  may  briefly  be  summar- 
ized as  follows: 

1.  The  propaganda  started  by  the  government  control  of  wire  lines 
and  railroads.  It  was  but  natural  that  once  the  bigger  utilities  were 
taken  over  by  the  Government,  the  movement  should  be  reflected  in  the 
effort  to  municipalize  water,  gas  and  electric  utilities. 

2.  The   failure   of    utility   managements    to    meet    the   increase   de- 
mands   upon    them.     This   refers   as   much   to    service,    depleted   and 
depreciated,  as  to  rates.     It  was  no  uncomimon  thing  to  find  a  gas  or 
electric  company,  or  even  a  water  utility,  unable  to  cope  with  situations 
which  arose,   and   too  often  the  managements  were   prone  to  charge 
their  own  shortcomings  against  the  regulatory  body  which  had  control 
over  them.    Inefficiencies  in  plant  operation  were  brought  to  light  which 
the  general  public  never  knew  existed. 

3.  The  failure  of  regulatory  bodies,  either  staff  or  'oeal.  to  sense  the 
seriousness  of  situations  and  to  give  utilities  the  needed  assistance  in 
time  to  avert  disaster.    This  is  not  meant  as  a  reflection  upon  any  com- 
mission.  nor   upon    its   policies,    but    the    fact    is   that    in    the    flood    of 
applications  f«»r  increases  in  rates  which  wen-  necessary  to  keep  utilities 
alive  a  regulatory  body  was  not  able  to  discriminate  as  it  should. 


4.  The  inherent   thought  K'ith    many  people   that  public   ownership 
and  operation  is  s  panacea  for  all  ills.     So  without  thought  or  examin- 
ation of  the  possible  effect,  with  the  propaganda  praise  of  it  ringing  in 
our  ear-,   many  people  became  adherents  of.  and   shunters   for.  public 
ownership. 

5.  Increased  rates  hare  had  a  .^rcat  effect.     In   the  case  of   sf 
railways,  especially,   people  have  come  to  believe  that   a  municipally- 
owned    transportation    >v-tem    would    be    able   to    continue    t»    LMYC    the 
people  a  low   fare.      In   D  'he  companies  have  asked  to  be 
rrli«  •              their  obligation  or  M.me  measure  of   taxes  in  order  to  be 
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able  to  continue  a  5-cent  fare.  These  requests  have  led  people  to 
believe  that  were  the  system  municipally  owned  the  fares  would  continue 
low. 

So  much  for  the  causes  of  the  more  recent  movement  toward  public 
ownership  and  operation.  The  results,  which  have  been  widespread, 
are  not  easily  summarized. 

First  of  all,  however,  there  has  been  considerable  legislation  enacted, 
and  still  more  introduced,  which  tends  to  make  the  process  of  munici- 
palization  or  public  ownership  easier.  New  Jersey  cities,  by  the 
enactment  of  Chapter  116  of  the  Laws  of  1919,  may  acquire  water 
utilities  by  bonding  the  plant.  California's  ''Street  Lighting  Act  of 
1919"  (Chapter  335)  authorizes  cities  to  provide  for  the  establishment, 
maintenance  and  repair  of  lights  in  streets  and  alleys.  Montana,  by 
Chapter  67  of  its  1919  statutes,  authorizes  the  organization  of  rural 
improvement  districts  outside  the  limits  of  incorporated  villages  or 
cities  for  building  or  acquiring  sewerage  systems,  lighting  or  water- 
works plants,  and  provides  for  the  payment  thereof.  The  Nebraska 
Legislature,  by  the  enactment  of  Chapter  181,  authorizes  cities  and 
villages  to  establish  and  maintain  heating  and  lighting  systems  or  ice 
plants,  and  the  same  state,  by  Chapter  187,  authorizes  "metropolitan" 
cities  to  take  over  gas  and  electric  plants  and  provide  for  their  operation. 
The  legislature  of  Washington,  to  allow  for  the  extension  of  Seattle's 
municipal  railway,  passed  Chapter  138,  authorizing  municipal  street 
railways  to  extend  eight  miles  beyond  the  corporate  limits  of  the  city. 
Chapter  265  of  the  1919  Oregon  laws,  authorizes  municipalities  to 
build,  own,  operate  and  maintain  waterworks,  water  systems,  railways 
and  railroads,  electric  light  and  power  plants,  or  to  take  existing 
systems.  Nevada,  in  its  Chapter  238,  allows  Carson  Ciiv  to  rent, 
lease  or  acquire  its  public  utilities.  Chapter  51  of  the  Wyoming  laws, 
empowers  cities  and  towns  to  enter  into  contracts  with  utilities  to 
supply  water.  Iowa,  by  Chapter  288,  allows  cities  of  100,000  popu- 
lation to  acquire  or  build  waterworks  systems,  and  limits  the  munici- 
pality for  such  acquisition  or  building  to  5  per  cent  above  the  existing 
indebtedness.  Wisconsin,  where  the  constitutional  debt  limit  of  any 
city  is  5  per  cent  of  its  assessed  valuation,  by  the  passage  of  Chapter 
595,  allows  cities  to  acquire  or  construct  public  utilities  by  the  bonding 
of  the  utility  itself  and  the  setting  up  of  a  special  redemption  fund  to 
provide  for  the  payment  of  the  bonds  and  interest  out  of  the  earnings 
of  the  utility  thus  acquired.  Chapter  492  of  the  laws  of  the  same  state 
authorizes  the  acquisition  by  a  municipality  of  a  'street  railway,  the 
major  part  of  whose  holdings  are  within  the  corporate  limits,  by  a 
majority  vote  of  the  people. 

These  are  not  all  of  the  enactments  of  the  legislature,  but  a  sufficient 
number  has  been  outlined  to  show  the  trend  of  public  opinion.  In 
Pennsylvania,  Governor  Sproul  vetoed  a  bill  which  granted  munici- 
palities the  right  to  own  and  operate  street  railways  beyond  their 
municipal  limits.  In  New  York,  Governor  Smith  vetoed  a  measure 
authorizing  the  city  of  Buffalo  and  the  International  Railway  Company 
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to  enter  into  a  contract  providing  for  the  operation  of  the  street  rail- 
roads in  the  city  of  Buffalo.  This  report  cannot  attempt  to  go  into  all 
or  even  part  of  the  proposed  legislation.  Suffice  it  to  say  that  the 
tendency  toward  ownership  or  a  supervision  which  cannot  differentiate 
between  regulation  and  management  has  been  marked.  While  the 
figures  obtainable  show  little  or  no  increase  in  the  number  of  utilities 
municipalized,  and  for  some  utilities  actually  show  a  decrease,  there 
is  no  question  but  that  there  is  a  quite  decided  awakening  of  public 
interest  in  the  matter.  Whether  this  public  interest  is  a  flurry  as  the 
re>ult  of  unsettled  economic  conditions  only  time  can  tell. 

There  is  another  phase  of  the  public-ownership  question  which  we 
have  but  mentioned,  and  which  is  probably  the  most  prominent  of  the 
whole  situation.  Municipalities  must  have  transportation  systems. 
The  financial  status  of  the  great  majority  of  urban  railways  has  become 
such  that  they  have  been  unable  to  make  extensions  or  to  better  the 
service  they  are  rendering.  And  the  increase  of  fare  does  not  always 
wholly  alleviate  the  situation.  The  people  dependent  upon  the  street 
railways  are  those  least  able  to  pay  an  increased  fare.  The  constantly 
mounting  cost  of  living  and  the  consequent  raising  of  wages  affect  the 
street-railway  systems  more  than  other  utilities,  because  between  40 
per  cent  and  50  per  cent  of  the  operating  expenses  of  street  railways 
are  the  labor  costs.  The  President  deemed  the  situation  serious  enough 
to  appoint  a  commission  to  investigate  the  subject  and  make  recom- 
mendations. For  some  months  now  this  commission  has  been  hearing 
evidence  from  all  sides, — from  the  operators,  the  bankers,  the 'mayors 
of  communities  served,  and  from  labor.  No  recommendations  have 
yet  been  made.  But  the  hearings  developed  that  the  street-railway 
problem  was  of  utmost  importance.  Communities  now  realize  it, 
although  heretofore  they  have  been  prone  to  feel  that  the  companies 
were  crying  unnecessarilly.  Street-railway  securities  are  nearly  a  drug 
on  the  market.  It  is  almost  impossible  to  get  new  capital  into  the 
industry. 

Many  remedies  have  been  suggested,  many  have  been  tried  without 
avail.  The  solution  in  many  instances  has  not  been  found.  We  cannot 
junk  the  street  railway  as  obsolescent.  For  the  welfare  of  the 
community  it  serves  it  must  live.  How  best  to  keep  it  alive  and  giving 
adequate  service  is  not  only  the  problem  of  its  owners  and  operators 
today,  but  it  is  the  problem  of  the  community  The  higher-fare  solution 
is  not  working  <>nt  to  the  best  advantage.  The  additional  expense  of 
four  or  six  cents  a  day  to  the  average  patron  seems  to  be  a  matter  for 
us  consideration.  Rather  than  pay  it  be  will  walk  to  his  labor,  or 
will  move  to  a  neighborhood  where  it  will  not  be  necessary  to  ride  to 
work.  The  result  will  be  a  congestion  in  certain  districts  which  will 
•  on  the  health  and  morals  of  a  community.  The  so-called  zone 
basis  bas  a  tmdencv  to  brin-  about  a  like  result. 

Two  ne\\  .M-  rates  have  recently  been  ordered  by  the  Wisconsin 

.mission,  the  results  of   which  are  bein^  watched   with  a  great  dral 

of  interest.     One  is  at  Racine,  and  should  be  designated  as  entirely 
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experimental.  This  is  an  optional  rate  of  $1  per  week  to  be  paid  by  the 
holder  of  the  ticket  for  unlimited  riding.  The  ticket  is  transferable, 
and  it  is  only  necessary  that  the  holder  show  it  to  the  conductor  as  he 
boards  the  car.  This  has  been  in  use  less  than  two  months  and  the 
company  has  been  selling  an  average  of  about  1,000  tickets  each  week. 
The  results  have  not  been  as  flattering  as  the  company  hoped,  and  it  is 
doubtful  as  to  whether  they  will  care  to  continue  it  much  longer.  The 
other  rate  is  in  use  at  Oshkosh  and  Fond  du  Lac,  and  results  reported 
are  very  satisfactory.  It  consists  of  a  7-cent  cash  fare,  6  tickets  for 
35  cents,  and  50  tickets  for  $2.50.  The  manager  of  this  property  feels 
that  he  has  definite  evidence  that  the  rate  is  actually  producing  new 
traffic. 

So  the  problem  has  become  a  social  and  economic  one  of  which, 
reluctant  though  it  may  be  to  do  so,  the  community  must  take  heed. 
On  every  hand  we  see  evidences  of  the  cities  awakening  to  the  gravity 
of  it.  Already  municipalities  have  discontinued  paving  charges, 
franchise  and  other  taxes,  but  there  are  many  instances  where  even 
these  reliefs  fail  to  help.  The  result  is  that  many  city  authorities  see 
no  way  out  but  to  purchase.  On  the  other  hand,  some  of  the  operators 
see  no  other  salvation.  Other  cities  have  hesitated  in  taking  over  the 
systems  but  have  tried  some  sort  of  contract  whereby  the  company  is 
guaranteed  a  return  on  its  investment  in  return  for  continuance  of  low 
fares.  This  latter  proposal,  however,  is  often  but  'a  preliminary  step 
to  acquisition. 

However  we  may  view  the  reasonableness  or  the  wisdom  of  municipal 
acquisition  of  public  utilities,  we  cannot  but  feel  that  the  situation 
affects  intimately  every  regulatory  body  here  represented.  We  are  all 
more  or  less  familiar  with  the  troubles  of  street-car  operation.  It  is 
our  duty  to  use  our  best  offices  in  helping  solve  them.  Whether  or  not 
we  believe  in  pubHc  ownership  and  operation  it  is  important  that  we 
lend  our  aid  in  framing  legislation  which  will  give  communities  that 
measure  of  service  which  is  essential  to  their  welfare. 

Your  Committee  has  no  recommendation  other  than  this — that  the 
members  of  this  organization  as  individuals  and  as  members  of 
regulatory  bodies  keep  awake  to  the  tendency  and  see  to  it  that  whatever 
legislation  is  perfected  to  help  solve  the  problem  be  the  result  of 
experience  and  study.  'We  do  not  believe  that  when  a  plant  is  taken 
over  by  a  municipality  it  should  be  freed  from  the  supervision  now 
given  privately-owned  plants.  Rather,  we  believe  that  we  thould  pay 
greater  attention  to  the  newly-acquired  municipal  utility  than  to  one 
privately  owned,  that  it  may  be  able  to  render  that  degree  of  service 
which  the  people  expect  and  to  which  they  are  entitled. 

Mr.  ALLEN  :  Mr.  Chairman,  I  make  the  customary  motion  that  the 
report  be  received  as  read,  and  filed. 

President  ELMQUIST  :     Does  the  motion  receive  a  second. 
Mr.  WILLIAMS  :     I  second  the  motion. 
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President  ELMQUIST:  Motion  is  made  that  the  report  be  received 
and  filed.  Is  there  any  discussion  upon  the  motion? 

Mr.  ALLEN:  I  think,  Mr.  President,  there  is  such  a  wide  variety 
of  opinion  about  this  matter  that  it  should  be  noted  that  the  members 
of  the  Committee  do  not  all  concur  in  the  report  of  the  Committee 
by  any  means. 

Mr.  SHAW:  I  might  suggest,  Mr.  President,  that  that  motion  be 
changed  to  read  that  the  report  be  received  and  filed  and  printed. 

Mr.  E.  F.  MORGAN  (West  Virginia)  :  Mr.  President,  Mr.  Wiles, 
Chairman  of  the  West  Virginia  Commission,  is  a  member  of  this 
Committee,  and  intended  to  be  present  up  until  the  time  of  starting 
for  the  Convention,  but  was  unavoidably  detained. 

He,  however,  forwarded  a  few  remarks  that  I  desire  to  have  put 
into  the  record  along  with  the  report  of  the  Committee.  I  do  this 
because  I  think  he  concisely  states  the  feeling  and  the  sentiments  of 
the  majority  of  the  people  of  the  state  of  West  Virginia,  and  these 
sentiments  are  so  divergent  from  those  expressed  by  my  friend  Mr. 
Finn  just  across  the  line  from  us,  from  our  sister  state  of  Kentucky, 
that  I  desire  them  to  go  into  the  record.  (He  reads). 

"The  report  is  a  fair  and  carefully  prepared  statement  of  the  exist- 
ing conditions,  and  of  the  trend  of  popular  thought  and  action  on  this 
subject.  Permit  me  to  suggest,  however,  that  I  believe  the  report 
should  go  further  than  a  mere  recital  of  the  facts.  I  think  the  report 
should  point  out  what  I  regard  as  obvious  evils  and  weaknesses  which 
our  experience  shows  is  inherent  in  any  general  plan  of  public  owner- 
ship and  operation.  I  want  to  record  my  emphatic  protest  against 
every  form  of  governmental  paternalism,  socialism  and  nationalism  or 
any  other  governmental  action  which  takes  away  from  the  individual 
the  just  reward  due  to  private  initiative,  industry,  energy,  enterprise 
and  invention. 

"Our  recent  experience  in  operation  and  control  of  railroads,  telegraph 
and  telephone  lines  has  been  sufficiently  disappointing  notwithstanding 
the  unfavorable  and  abnormal  conditions  under  which  this  operation 
and  control  has  been  conducted  to  convince  me  beyond  any  doubt  of 
the  economic  fallacy  of  any  such  policy  generally  inaugurated. 

"I  think  this  experience  has  proved  that  public  ownership  and 
operation  will  result  (1)  in  inefficiency  and  extravagance;  (2)  taking 
away  from  the  individual  every  incentive  to  excel;  (3)  in  furnishing 
a  possibility  for  the  organization  of  a  corrupt  political  machine;  (4) 
in  vast  increases  in  rates  paid  for  service  rendered  and  in  placing  upon 
the  public  at  large  the  burden  of  making  good  possible  deficits  that 
should  be  paid  by  those  using  the  service;  (5)  in  wiping  out  immense 
taxable  values,  impairing  the  security  of  the  holders  of  bonds  issued 
and  based  upon  such  values,  and  imposing  upon  the  tax  payers  at  large 
a  burden  which  in  many  cases  they  will  be  unable  to  carry  without 
confiscation  ;  and  (6)  in  taking  away  to  a  large  extent,  if  not  entirely, 
the  right  of  local  regulation  and  control  of  all  utilities  of  national 
character. 
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"I  am  a  firm  believer  in  the  sanctity  of  private  property  and  of  local 
self-government.  If  we  are  to  believe  the  preachments  of  a  few 
radicals  who  are  now  causing  so  much  social  and  economic  unrest  in 
this  country,  we  must  conclude  that  public  ownership  and  operation  of 
utilities  is  but  a  step  toward  the  nationalization  of  all  other  forms 
of  property. 

"I  feel  it  is  the  duty  of  this  Association  to  lend  its  great  influence  in 
emphatic  opposition  to  all  forms  of  socialism,  paternalism  or 
communism.  As  interpreted  by  many,  these  terms  seem  synonymous 
with  what  I  regard  as  Bolshevism.  We  should  not  assume  an  attitude 
of  watchful  waiting,  but  register  now  our  vigorous  protest  against  the 
obvious  attempt  of  a  small  radical  minority  to  wreck  and  revolutionize 
the  social  and  economic  principles  which  have  been  and  are  the  bed-rock 
and  foundation  of  the  prosperity  and  well  being  of  our  people." 

(  Applause. ) 

Mr.  BUSBY  :  Mr.  President,  I  am  a  member  of  this  Committee,  and 
while  I  think  the  report  is  well  written  and  while  I  agree  with  it  in  its 
main  provisions,  still  there  are  some  statements  in  it  with  which  I  do  not 
agree,  and  I  feel  that  on  account  of  my  peculiar  position  possibly  I 
should  put- them  in  the  record.  I  have  heretofore  communicated  my 
views  to  Mr.  Elmquist.  I  do  not  desire  to  enter  into  any  argument  or 
discussion  but  simply  to  put  my  statement  into  the  record. 

The  part  of  the  report  in  which  I  do  not  concur  is  on  page  6  of  the 
(printed  report,  and  which  part  reads  as  follows,  near  the  bottom 
of  page  6 : 

"The  higher  fare  solution  is  not  working  out  to  the  best  advantage. 
The  additional  expense  of  four  or  six  cents  a  day  to  the  average  patron 
seems  to  be  a  matter  for  serious  consideration.  Rather  than  pay  it 'he 
will  walk  to  his  labor,  or  will  move  to  a  neighborhood  where  it  will 
not  be  necessary  to  ride  to  work.  The  result  will  be  a  congestion  in 
certain  districts  which  will  react  on  the  health  and  morals  of  a 
community." 

In  Missouri  the  Commission  in  order  to  meet  the  necessary  increased 
costs  of  labor  and  materials  of  the  street  railway  companies  in  the  cities 
of  St.  Louis  and  Kansas  City,  have  increased  the  street  car  fares  in 
those  cities.  Each  of  those  companies  at  this  time  is  charging  a  seven 
cent  fare,  and  we  feel  that  the  increased  fare  in  those  cities  was  a 
necessity,  and  that  the  fares  are  working  out  to  the  advantage  of  both 
the  public  and  the  company.  We  believe  that  the  results  prophesied  in 
this  report  will  not  be  found  correct,  at  least  so  far  as  the  state  of 
Missouri  is  concerned. 

Mr.  ALLEN  :  Mr.  Chairman,"  I  found  it  very  difficult  to  compile  a 
report  which  should  even  approach  the  composite  idea  of  a  committee 
of  this  kind  on  the  subject,  due  to  the  nature  of  the  subject  itself. 
I  felt  that  I  had  complied  with  it  as  well  as  my  ability  permitted  me 
:to  do  so,  but  I  think  perhaps  my  motion  should  carry  with  it  this 
suggestion,  that  the  members  of  the  Committee  be  given  the  privilege 
of  taking  such  exceptions  as  they  see  fit  to  the  report,  and  that  their 
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exceptions  or  suggestions  or  alternations,  whatever  they  may  care  to 
say,  should  be  made  a  part  of  the  record  of  the  Committee  over  their 
own  name. 

If  that  is  in  order  and  customary,  I  will  add  that  as  an  amendment 
to  my  motion. 

(The  amendment  was  accepted  by  the  seconder  of  the  original 
motion.) 

Mr.  WEED  (Massachusetts)  :  Might  I  ask  a  question,  Mr.  Chairman: 
Is  it  the  idea  of  the  Committee  that  public  ownership  and  operation 
involves  making  good  deficits;  or  shall  the  undertaking  be  operated 
on  its  own  revenues  even  though  publicly  owned? 

Mr.  ALLEN  :  The  statements  I  have  made  in  the  report  are  merely 
arguments  that  seem  to  appeal  in  my  opinion,  to  a  large  number  of 
people  other  than  myself.  My  own  views  are  very  divergent  from 
any  such  notion. 

Personally  I  would  have  a  city  or  a  municipality  or  a  government 
itself  own  absolutely  nothing.  So  far  as  a  city  is  concerned,  my  own 
personal  notion  is  I  would  not  have  it  own  a  spade  if  I  could  prevent  it. 

I  think  a  city  has  got  to  have  charge  of  and  operate  intimately  its 
police  and  fire  departments.  If  I  had  my  way  it  would  do  absolutely 
nothing  more  than  that.  I  believe  that  everything  a  city  has  to  do  can 
be  better  done  by  individuals  than  by  the  city  itself.  A  city  is 
naturally  a  bungler.  It  cannot  be  anything  else  with  human  nature 
and  the  approach  to  the  millenium  as  far  distant  as  it  is  at  the  present 
time.  (Laughter.)  I  say  this  with  the  utmost  deference  to  my  friend 
Mr.  Finn.  His  opinions  and  mine  are  very  different,  and  we  will  go 
down  to  our  graves  with  opposite  opinions,  I  presume. 

So  far  as  the  report  of  the  Committee  is  concerned,  I  have  attempted 
to  give  arguments  that  have  seemed  to  appeal  to  a  large  number  of 
people,  but  those  arguments  which  appeal  to  a  large  number  of  people 
and  convert  them  to  the  theory  and  misapprehension  of  public 
ownership  are  far  different  from  my  own. 

President  ELMQUIST:     Any  further  discussion  upon  this  motion? 

Mr.  LEWENBERG:  I  would  like  to  ask  Mr.  Allen  whether  he  would 
be  of  the  same  opinion  if  in  his  state  there  was  a  municipally  controlled 
electric  plant  which  sold  its  energy  lower  than  any  private  plant  in 
the  state.  In  other  words,  if  in  his  state  a  municipally  owned  electric 
plant  sold  its  energy  for  six  cents  maximum,  when  in  the  lariat  city 
of  the  commonwealth  it  sold  for  eleven  and  a  half  cents  maximum, 
and  the  next  rate  to  that  six  cent-  i<  one  of  seven  and  a  half  cents  and 
that  is  a  threat  exception.  Would  he  be  of  the  saim-  opinion  if  in  his 
state  he  had  that  situation? 

Mr.  FINN:  I  would  like  to  ask  if  the  gentleman  is  willing  to  lease 
the  operations  of  the  postal  department  to  a  pn  {.oration  and 

for  the  Federal  government  to   forego  its   ri^ht   to  operate  the  postal 
departm 

President  Ki.MnrisT:     You  have  two  questions  to  answer  Mr.  Allen. 

Mr.  ALLKN  :     With  the  greatest  deference  to  Mr.  Lewenlx -r^.  and 
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the  examination  which  his  organization  may  have  made  of  a  city  that 
sells  current  for  six  cents,  I  think  1  can  best  refer  to  a  statement  I  have 
made  in  the  report  which  I  believe  is  absolutely  true,  to  the  effect  that 
there  is  one  argument  in  favor  of  municipal  ownership  that  never  is 
used  and  never  can  be  used,  and  that  is  that  it  is  more  efficient  than 
private  ownership.  The  most  that  can  ever  be  said  of  public  ownership 
is  that  it  approaches  that  efficiency,  that  ability  to  serve  the  public  well, 
that  is  being  obtained  by  private  ownership.  I  think  that  would  be  my 
answer  to  his  question. 

I  feel  that  the  question  asked  by  Mr.  Finn  harks  back  to  an  earlier 
day.  and  I  find  the  thought  occurring  to  me  that  occured  while  he  was 
giving  his  address.  We  are  creatures  of  habit  and  the  postal  system 
is  something  that  has  grown  up.  I  would  not  care  to  change  it  now ; 
it  would  be  foolhardy.  We  have  grown  up  under  it  and  got  into  the 
habit  of  doing  things  in  a  certain  way.  I  feel  that  it  should  be  left  as 
it  is. 

There  are  a  great  many  things  being  done  in  one  community  that  do 
not  fit  into  another  community.  We  started  a  long  while  ago,  however, 
with  our  present  postal  system  and  I  believe  very  few  of  us  have  any 
fault  to  find  with  it.  But  human  nature  as  a  whole  is  not  constructed 
in  a  way  to  make  a  success  of  municipal  or  public  operation  of  those 
things  that  can  be  done  by  individuals.  That,  at  least,  is  my  notion. 

President  ELMQUIST:  Any  further  discussion  upon  this  question. 
You  have  heard  the  motion,  gentlemen. 

Mr.  HAYNES  :     What  is  the  motion  ? 

President  ELMQUIST:  The  motion  is  that  the  report  of  the 
Committee  on  Public  Ownership  and  Operation  be  received  and  printed, 
and  that  members  of  the  Committee  who  have  not  signed  the  report 
may  be  privileged  to  submit  their  remarks  to  the  Secretary  and  have 
them  incorporated  in  the  record  as  a  part  of  the  report. 

Mr.  HAYNES  :  Mr.  Chairman,  a  point  of  information ;  Is  it  a 
tradition  with  -this  organization  that  the  passage  of  such  a  motion 
would  indicate  the  approval  of  the  members  voting,  upon  the  conclusions 
in  the  report  ? 

President  ELMQUIST  :  A  motion  to  receive  and  print  does  not  carry 
with  it  the  endorsement  of  anything-  contained  therein. 

Mr.  HAYNES  :  Mr.  President,  I  think  I  would  like  to  say  one  more 
word,  if  you  please.  I  would  be  perfectly  willing,  and  I  am  not  sure 
but  that  greater  justice  would  be  done  to  the  whole  organization,  to 
leave  this  matter  with  the  Executive  Committee.  I  carry  no  brief  for 
public  ownership  either  for  or  against  it,  and  I  am  perfectly  willing  if 
it  is  the  sense  of  the  Association  or  you,  Mr.  President,  that  the  matter 
be  left  with  the  Executive  Committee,  if  there  is  anything  to  be  done 
with  this  report. 

Mr.  LEWENBERG  :  Mr.  President,  I  think  that  would  be  a  very  wrong 
thing  to  do.  This  Committee  is  entitled  to  the  same  courtesy  and 
consideration  as  every  other  committee  is  entitled  to,  regardless  of 
whether  the  president  or  the  members  as  a  whole  disagree  therewith. 
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Now  the  tenor  of  the  motion  was  that  every  member  be  given  the  right 
to  put  into  the  record  his  ideas  that  may  be  contrary  to  the  report  as 
drawn.  I  therefore  hope  that  no  such  precedent  as  suggested  will  be 
established,  namely,  of  allowing  any  such  matter  to  be  referred  to  the 
president  or  the  executive  committee,  and  for  that  reason  I  move  you 
the  previous  question,  that  the  report  be  received  and  filed,  together  with 
the  various  statements  that  are  to  accompany  it. 

Mr.  FINN  :     I  second  that  motion. 

Mr.  ALLEN:     Will  that  expedite  a  vote,  Mr.  Chairman? 

President  ELMQUIST  :     Yes. 

Mr.  ALLEN:  If  I  may  be  permitted  I  would  be  perfectly  willing  to 
withdraw  my  motion.  That  would  shorten  it,  would  it  not? 

President  ELMQUIST:  I  think  Mr.  Lewenberg  simply  wants  to 
shorten  the  discussion  and  get  this  matter  out  of  the  way. 

Mr.  LEWIS   (Indiana)  :     I  dislike  to  prolong  this  discussion — 

Mr.  LEWENBERG:  Point  of  order,  Mr.  Chairman;  the  motion  is 
upon  the  previous  question. 

President  ELMQUIST  :     Yes. 

Mr.  LEWIS:  And  I  rise  to  a  question  of  personal  privilege:  Does 
this  motion  now  before  the  house  complete  the  discussion  by  the 
Association  of  the  subjects  contained  in  this  report? 

President  ELMQUIST:  I  think  that  at  any  time  the  question  of 
Government  ownership  or  any  other  question  may  be  brought  upon 
the  floor  of  the  Convention. 

This  motion  is  simply  to  get  this  report  filed  and  printed  and  to 
permit  the  members  of  the  Committee  to  file  any  criticisms  which  they 
may  choose  to  make,  as  a  part  of  the  report. 

Mr.  FINN:  And  as  the -president  has  said,  it  does  not  commit  this 
organization  to  any  recommendation  or  statement  made  in  the  report? 

President  ELMQUIST:     That  is  correct. 

(The  question  was  called  for,  and  the  previous  question,  was  ordered 
by  a  viva  voce  vote.) 

I'resident  ELMQUIST:  The  question  now  recurs  to  the  motion  put 
by  the  author  of  the  report,  which  is  that  the  report  be  received  and 
printed,  and  that  committee  members  may  make  suggestions  and  file 
therewith.  Are  you  ready  for  the  question? 

(The  question  was  called  for,  and  the  motion  adopted  by  a  viva 
voce  vote.) 

President  ELMQUIST:     It  is  so  ordered. 

We  have  with  u<  this  afternoon  Mr.  Aylesworth  of  Colorado,  a 
former  member  of  this  Association.  He  wa<  active  while  a  member 
of  this  Association,  and  1  think  we  would  be  glad  to  hear  from  him 
for  a  few  minutes. 
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REMARKS  BY   MR.  AYLESWORTH   OF  NATIONAL 
ELECTRIC  LIGHT  ASSOCIATION. 

Mr.  Chairman  and  fellow  associates: 

I  do  not  want  to  take  but  a  moment  of  your  time.  I  come  here 
as  an  ex-Commissioner  and  a  representative  of  the  National  Electric 
Light  Association,  which  is  also  a  member  of  this  Association.  I 
found  to  my  surprise  last  week  in  New  York  that  I  had  been 
selected  to  direct  the  activities  of  the  National  Electric  Light  Asso- 
ciation. I  could  hardly  believe  it  and  when  I  was  called  before  the 
Public  Policy  Committee,  I  felt  that  a  confession  was  in  order,  so 
I  said,  "You  know,  gentlemen,  I  am  an  ex- Public  Utility  Commis- 
sioner." This  statement  did  not  cause  the  riot  anticipated.  Seriously, 
I  did  not  want  to  find  myself  in  an  embarrassing  position  and  desired 
to  avoid  any  misunderstanding  in  regard  to  the  stand  which  I  had 
heretofore  taken,  both  in  writing  and  orally,  favoring  complete  state 
regulation  of  all  public  utilities.  I  desire,  however,  to  bring  this 
thought  to  you,  if  I  may;  I  think  that  the  National  Electric  Light 
Association  should  cooperate  with  every  state  commission  and  every 
commissioner  in  the  United  States.  We  have  committees  acting  on 
Service  to  the  Public,  Education  of  the  Employee,  Electrification  of 
Railroads,  Water  Power,  and  many  other  important  subjects  of  in- 
terest to  the  general  public,  and  while  at  times  the  views  of  the 
National  Electric  Light  Association  may  not  be  in  entire  accord  with 
those  of  some  of  the  commissions,  our  differences  of  opinion  should 
in  time  be  satisfactorily  adjusted.  My  former  experience  as  a  Public 
Utility  Commissioner  leads  me  to  believe  -that  the  National  Electric 
Light  Association  can  be  of  great  assistance  to  every  electric  public 
utility  in  the  United  States  and  thus  materially  aid  the  commissions 
in  guarding  the  welfare  of  both  the  public  and  the  utility. 

Many  of  the  small  utilities  in  the  various  states  are  confronted 
with  operating  conditions  which  are  beyond  their  power  to  solve. 
At  times  the  state  commissions  cannot  give  the  attention  to  the  numer- 
ous problems  which  must  be  solved  daily.  We  intend  to  bring 
every  small  electric  central  station  in  the  United  States  into  our  organ- 
ization so  that  the  public  may  have  in  every  case  the  benefit  of  the 
most  economical  operation  from  the  central  stations  in  the  country. 

Further,  we  intend  to  educate  the  various  15,000  members  in  our 
organization, — the  entire  electrical  lighting  and  power  industry  in 
the  country — both  young-  and  old,  to  give  better  and  more  efficient 
service  to  the  public,  if  that  is  possible.  (Applause.) 

The  National  E1ectric  Light  Association  will  continue  as  in  the  past, 
taking  no  part  in  politics,  and  will  insist  that  members  of  every 
public  utility  company  remain  out  of  party  politics.  We  shall  sin- 
cerely preach  that  doctrine,  gentlemen,  and  your  general  cooperation 
will  be  highly  appreciated. 
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For  instance,  your  chairman  is  about  to  appoint,  as  I  understand 
it,  a  committee  on  accounting.  That  committee  will  no  doubt  rec- 
ommend a  uniform  system  of  accounting  which  will  in  time  be  adopted 
by  the  Public  Service  Commissions  of  the  United  States.  We  shall 
endeavor  to  carry  forward  the  final  program  of  that  committee  to  the 
end  that  in  the  near  future  a  uniform  system  of  accounts  may  be 
adopted  in  every  state,  which  should  be  of  direct  benefit  to  the  con- 
suming public,  the  regulating  commission,  and  the  public  utility. 

To  show  that  I  am  sincere  in  my  willingness  to  cooperate  with 
this  Association  in  behalf  of  the  National  Electric  Light  Association, 
with  a  membership  of  about  15,000  which  will  meet  at  Pasadena, 
California  in  May,  I  have  invited  Commissioner  Carl  D.  Jackson, 
of  Wisconsin,  to  address  that  body  on  the  subject  of  State  Regu- 
lation. We  know  we  will  learn  many  things  from  Mr.  Jackson 
and  as  he  has  accepted  the  invitation,  we  shall  look  forward  to  his 
attendance  with  pleasure. 

I  think,  also,  we  realize,  gentlemen,  some  of  the  problems  you  have 
had  to  meet  during  the  war.  Some  of  these  problems,  no  doubt, 
have  been  embarrassing.  The  solution  of  some  you  have  arrived  at 
only  after  great  difficulties  and  after  surmounting  many  obstacles. 
I  have  come  to  realize  as  the  days  pass,  whether  I  may  be  a  member 
of  a  Public  Utility  Commission  or  affiliated  with  a  public  utility,  that 
the  people  eventually  will  have  what  they  want  and  if  they  desire 
municipal  ownership  they  will  have  it.  This  is  equally  true  of  private 
ownership  under  state  regulation.  But  knowing  that,  I  know  also 
that  in  the  end  the  people  determine  these  things  intelligently  and 
rightly,  seeking  to  solve  these  problems  impartially  with  justice  to  all. 

I  want  to  tell  you  an  incident  which  occurred  in  a  Western  city. 
This  has  to  do  with  the  street  railway  business.  The  mayor  of  a 
Western  city  was  running  again  for  office  and  he  wondered  what 
kind  of  a  plank  should  be  placed  in  his  platform  pertaining  to  public 
utility  regulation.  Suddenly  he  thought  of  a  five  cent  street  car  fare. 
Now  it  happened  in  this  city  that  the  public  utility  commission  of 
the  state  had  raised  the  fare,  and  upon  appeal  the  Supreme  Court  had 
:ined  the  city  in  its  position  of  municipal  regulation  of  public 
utilities.  The  mayor  running  on  this  lower  street  car  fare  platform 
elected  by  a  large  majority  and  lie  took  it  for  granted,  naturally, 
that  everyone  wanted  lower  fare.  So  be  proceeded  to  fulfill  his  plat- 
form promise.  Immediately  thereafter  the  manager  of  the  -treet 
railway  system  reduced  the  waives  of  the  employees  t«»  the  schedule 
which  had  been  effective  prior  to  the  increased  fare  provided  fur  by 
the  commission.  The  men  struck.  The  Street  cars  discontinued  oper- 
ation. '1  -id  day  jitnev  buses  started  and  the  iiiavnr  proclaimed 
•  leni  solved  by  the  jitney  busses,  The  fourth  dav  the  internal 
:iue  collector  applied  a  tax  to  the  jitney  busses  and  their  opera- 
tion Wfcfl  d;M -ontinned.  The  fifth  day  there  were  no  hu«e-  operating 
in  the  city.  The  sixth  day  the  leading  newspaper  in  the  city,  formerly 
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favorable  to  the  mayor,  who  had  been  elected  fifteen  days  before, 
editorially  stated  that  while  the  people  wanted  the  five  cent  car  fare, 
they,  of  course,  wanted  street  cars  to  ride  on,  and  if  the  mayor  was 
not  in  a  position  to  furnish  these  cars,  he  should  be  recalled.  A 
recall  petition  was  circulated  and  signed  and  the  mayor,  elected  by 
15,000  majority  fifteen  days  before,  trembled.  The  day  before  the 
petition  was  to  be  filed,  the  increased  fare  was  re-established,  the  men 
went  back  to  work,  and  the  people  actually  cheered  the  moving  cars. 

The  politician  who  promses  a  cheaper  public  utility  rate  is  temporar- 
ily a  popular  idol,  but  as  the  public  learns  that  confiscatory  rates  result 
in  poor  service  or  no  service  at  all,  a  political  prophet  generally  returns 
to  private  life. 

In  closing,  gentlemen,  I  want  to  say  to  you  that  we  desire  to 
cooperate  in. every  way  with  this  organization,  nationally,  with  the 
several  states,  and  with  the  individual  commissioners.  Our  views 
may  differ  at  times,  but,  after  all.  we  are  all  in  the  service  of  the 
public  and  right  is  bound  to  prevail  in  the  end.  (Applause.) 


President  ELMQUIST:  Our  new  president,  Mr.  Shaw,  is  ready  to 
announce  certain  committees.  Will  you  read  the  nominations,  Mr. 
Secretary. 

(Secretary  Walker  read   as   follows:) 


EXECUTIVE    COMMITTEES 

DWIGHT   N.  LEWIS,  Iowa,  Chairman. 

JOSEPH  B.  EASTMAN,  Interstate  Commerce  Commission. 

E.   I.   LEWIS,   Indiana. 

WM.  G.  BUSBY,  Missouri. 

R.  HUDSON  BURR,  Florida. 

LEWIS   NIXON,    New   York,    First   District. 

J.  J.  MURPHY,  South  Dakota. 

VALUATION     COMMITTEE 

H.    G.    TAYLOR,    Nebraska,    Chairman. 

JOHN  M.  KINKEL,  Kansas. 

FREDERICK   J.   MACLEOD,   Massachusetts. 

JOHN  A.  GUIHER,  Iowa. 

E.  F.  MORGAN,  West  Virginia. 

PAUL  P.  HAYNES,  Indiana. 

HANCE  H.   CLELAND,  Washington. 
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President  ELMQUIST:     Mr.  Haynes,  have  you  a  committee  report 
to  make? 

(Mr.  Paul  P.  Haynes,   (Indiana),  Chairman  of  the  Committee, 
read  the   following  report : 


REPORT   OF  COMMITTEE  ON  THE  MAINTENANCE  OF 
THE  WASHINGTON   OFFICE 

Mr.  PRESIDENT  :  The  Committee  on  the  maintenance  of  the  Washing- 
ton office  of  the  Association  begs  leave  to  submit  the  following  report: 

First,  it  desires  to  commend  the  efficient  work  of  the  General 
Solicitor.  During  the  past  year,  Mr.  Elmquist  has  handled  a  multi- 
tude of  problems  and  represented  the  state  commissions  in  complex 
and  difficult  questions  with  distinctive  ability  and  marked  results. 

The  business  of  the  Washington  office  has  been  conducted  with 
economy. 

The  following  is  a  report  of  the  financial  affairs  of  the  Washington 
office  for  the  past  year : 


FINANCIAL  STATEMENT  OF  VALUATION  COMMITTEE, 

NATIONAL  ASSOCIATION  OF  RAILWAY  AND  UTILITIES 

COMMISSIONERS  FROM  NOV.  1,  1918,  TO  OCT.  1,  1919, 

Deposits   subscriptions    from   states    $10,963.35 

Balance  brought  forward  1,241.58 

Withdrawals,  covering  checks  303  to  453  inc 11,825.48 

Balance  American  National  Bank  ..  379.45 


12,204.93      12,204.93 


DISTRIBUTION  OF  FUNDS 


ACCT.  160A  Salary    of    Solicitor    -  7,791.66 

160B  Salaries  of  other  regular  employes  2,639.51 

160C  Salaries   of    extra    employes  ....  11125 

161  Traveling  expenses  of   Solicitor  16925 

162  Office   Rent   112.50 

163  Furniture  and  Fixtures 

164  Library  52.30 

165  Stationery  and   Supplies  ...  144.32 

166  Printing    189.70 

167  Postage  and    Express   132JS 

168  Tel. -phone    and    Telegraph  151.70 

169  Miscellaneous     

$11,825.48 
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STATEMENT    OF    AMOUNTS    RECEIVED    FROM    STATE    COMMIS- 
SIONS NOV.  1,  1918,  TO  OCT.  1,  1919. 

Arkansas    $  25.00 

Calfornia    500.00 

Florida    500.00 

Georgia    200.00 

Idaho    100.00 

Illinois    , 1.000.00 

Indiana    250.00 

Iowa    1,000.00 

Kansas    390.00 

Massachusetts   625.00 

Minnesota  1,000.00 

Nebraska  425.00 

Nevada   500.00 

New  Hampshire  100.00 

New  Jersey  300.00 

New  Mexico  100.00 

New  York,  1st  Dist.,  740.00 

New    York,    2nd       "      833.34 

Oregon    250.00 

South  Carolina  150.00 

'South  Dakota  750.00 

Virginia    1 350.00 

West   Virginia    250.00 

Wisconsin  ..  625.01 


$10,963.35 

The  foregoing  is  a  true  and  correct  statement  of  the  receipts  and 
disbursements  of  the  Valuation  Committee  of  the  National  Association 
of  Railway  and  Utilities  Commissioners  as  audited  by  me  this  21st 
day  of  October,  1919. 

O.  O.  CALDERHEAD 
Statistician    Public    Service    Commission,    State    of    Washington. 

Since  the  compilation  of  the  above  report,  additional  contributions 
have  been  received  by  the  Washington  office  with  the  result  that  there 
was  a  balance  on  hand  as  of  October  1st  of  approximately  $300.00. 

The  Budget  for  the  past  year's  expenses  as  adopted  by  the  last 
convention,  provided  for  an  annual  expense  of  $18,051.00.  The  expense 
of  the  office-  was  substantially  less  than  this  sum. 

Your  Committee  is  of  the  opinion  that  the  Budget  for  the  past  year 
should  be  re-enacted  with  allowances  for  additional  expense  for  rent 
of  the  \Yashington  office  and  for  furniture. 
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THEREFORE  BE  IT  RESOLVED,  that  the  following  budget  of  expenses 
for  the  ensuing  year  be  approved : 

BUDGET  EXPENSES.  WASHINGTON  OFFICE. 

Salary,    Solicitor    $  8,500 

Salary,   Assistant   3,500 

Stenographers  and  clerical  help  3,500 

Traveling  expenses  of   Solicitor   750 

Office  Rent  1000 

Furniture   and    Fixtures   200 

Library    and    books    50 

Stationery   and   supplies    250 

Printing    500 

Postage    and    express    200 

Telephone    and    telegraph    200 

Incidental    expenses    50             » 


$  18,700 

BE  IT  FURTHER  RESOLVED,  that  the  office  of  Solicitor  of  Valuation 
be  vacated  and  the  office  of  General  Solicitor  be  continued  and  the 
duties  of  the  latter  to  include  all  duties  heretofore  performed  by  the 
Solicitor  of  Valuation. 

That  the  office  of  such  General  Solicitor  shall  be  a  clearing  house 
for  the  various  State  Commissions  from  which  the  States  may 
constantly  be  kept  advised  as  regards  matters  affecting  the  people  and 
Commissions  of  the  various  States,  and  shall,  if  deemed  advisable, 
issue  monthly,  special  or  other  bulletins  to  the  Commissions  and  shall 
by  other  means  seek  to  bring  about  a  closer  co-operation  between  them. 

I  'i>on  request  of  the  State  Commissions,  he  shall  appear  for  them 
before  Congressional  or  other  committees  and  shall  take  up  with  Federal 
officers,  departments,  commissions,  bureaus  and  the  various  agencies 
of  the  Federal  Government  such  matters  as  may  be  requested  by  the 
committees  of  this  Association  or  by  the  State  Commissions  or  other 
State  officers.  He  may  make  such  recommendations  to  State  Commis- 
sions as  he  may  deem  advisable.  In  matters  involving  the  policies  of, 
or  action  by,  this  Association,  he  shall  consult  with  and  secure  the 
approval  of  the  Executive  Committee,  or  other  proper  committees  of 
the  Association.  He  shall  perform  such  other  duties  as  may  be  pre- 
scribed by  the  Executive  Committee. 

BE  IT  FURTHER  RESOLVED,  that  the  selection  of  a  General  Solicitor 
to  succeed  Charles  E.  Elnvjni^t  be  made  jointly  by  the  Executive 
Committee  and  the  Valuation  ("ommittrr  and  that  the  General  Solicitor 
so  selected  shall  a«ume  bis  duties  upon  the  retirement  of  Mr.  Elm<|uist. 

BE  IT  FT-KTIU-R  KKSMI.VKD.  that  the  Secretary  call  the  roll  of  the  S*ntr«; 
represented  at  \\\\<  Convention,  and  upon  such  call  the  represent  mrx 
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of  the  respective  States  shall  state  the  annual  amount  which  will  be 
contributed  by  them  to  the  maintenance  of  the  Washington  office. 

PAUL  P.  HIAYNES 
\\  ALTER  A.  SHAW 
H.  G.  TAYLOR 
O-  O.  CALDERHEAD 
W.  W.  POTTER 
JAMES  B.  WALKER 
FRED  J.  MACLEOD 
R.  HUDSON  BURR 


Mr-  HAYNES  :     I  move  the  adoption  of  the  report. 

(The  motion  was  seconded  and  carried  by  a  unanimous  viva  voce 
vote.) 


RESOLUTION     COVERING     CONTRIBUTIONS     TO 
EXPENSES  OF  THE  OFFICE  OF  SECRETARY 

Mr.  HAYNES:  The  same  committee  had  presented  to  it  another 
question  which  resulted  in  another  resolution.  This  has  not  been 
signed  by  the  members  of  the  Committee  but  if  they  have  any  objection 
to  it  they  can  so  state. 

WHEREAS,  this  Association  in  1913  by  resolution  adopted  in  conven- 
tion provided  that  each  Commission  belonging  to  the  Association 
contribute  $25  annually  toward  the  expenses  of  the  office  of  Secretary 
and  for  his  own  compensation  and  the  amount  of  such  contribution 
then  fixed  has  not  been  changed. 

RESOLVED,  that  in  view  of  the  general  increase  in  cost  and  in  the 
amount  of  work  done  by  the  Secretary  the  annual  contribution  of  each 
Conmission  for  that  purpose  be  fixed  at  $30  instead  of  $25. 

Mr.  HAYNES:  The  Secretary  reports  that  after  the  payment  of  all 
expenses  to  which  he  has  been  put  there  remained  approximately  $400 
compensation  during  the  past  year.  He  states  frankly  that  he  does 
not  care  for  the  position  for  the  compensation  there  is  in  it,  but  that 
it  is  not  worth  while  for  him  to  undertake  it  unless  it  is  made- sufficiently 
compensatory  for  him  to  devote  the  necessary  time  to  it. 

I  move  the  adoption  of  the  resolution,  Mr.  President. 

(The  motion  was  seconded-) 

President   ELMQUIST:     Any   discussion? 
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Mr.  HAYNES:  In  order  that  it  may  be  clearly  understood,  I  think 
that  most  of  you  know  that  the  $25  per  month  which  is  contributed  is 
a  direct  contribution  to  the  maintenance  of  the  secretary's  office,  and 
bears  no  relation  to  the  contribution  of  the  states  to  the  Washington 
office.  This  now  makes  our  contribution  '$30  each  per  annum  for  each 
Commission. 

President  ELMQUIST:     Any  discussion  upon  this  report,  gentlemen? 

(The  question  was  called  for,  and  being  put  to  a  viva  voce  vote,  the 
resolution  unanimously  prevailed.) 


CONTRIBUTIONS   FOR  MAINTENANCE   OF 
WASHINGTON    BUREAU 

Mr.  FORWARD:  Mr.  President,  is  it  your  intention  at  this  time  to 
call  the  roll  of  the  states  as  to  contributions  toward  the  maintenance 
of  the  Washington  office?  .When  that  time  arrives  I  think  the  Chair- 
man of  the  Committee  might  well  say  that  it  will  be  necessary  to 
substantially  increase  the  contributions  from  the  various  states  in 
order  to  carry  our  program. 

Mr.  HAYNES:  Yes,  it  was  taken  for  granted  that  that  would  be 
necessary,  inasmuch  as  the  collections  for  this  year  approximate  $13,- 
000,  and  we  are  anticipating  an  expense  of  $18,000.  It  would  be  nec- 
essary for  that  reason  for  certain  states  to  bring  their  contributions 
up  and  for  others  to  pay  contributions. 

President  ELMQUIST:  Mr.  Secretary,  will  you  call  the  roll  of  the 
states  ? 

Mr.  BURR:  I  would  like  to  state  that  I  understand  only  a  little 
over  half  of  the  states  have  contributed. 

President  ELMQUIST:  I  think  the  record  shows  that  only  about 
24  states  have  contributed. 

Mr.  '  BURR:  Then  I  think  there  would  be  no  necessity  to  make 
increases  if  all  those  states  contributed. 

Mr.  HAYNES:  I  think  you  are  absolutely  right,  and  I  want  to 
correct  my  statement ;  it  would  not  be  necessary  to  make  increases 
if  all  the  states  contributed. 

Mr.  LEWENBERG:  Wouldn't  it  be  a  matter  that  could  he  taken 
up  by  the  Executive  Committee?  Would  not  that  be  more  effect 

idcnt    Ki  1   think  you   will   pardon  me   for  making  the 

'ii   that    we  ouidit   to  know   afl   BO<  n   as  possible  just    what   our 
• '.priations   will   he    for   n<  -it    will   be  the  duty  of 

the   valuation   committee   and   executive    committee   to   secure    the 

•    to    myself,   and    when    you    IM  »   to   him    you    must 
•.  hat   he  is  lu.in^  to  he  paid. 

Mr.  \Y"Ki'ii  \:     I  hive  you  any  way  of  finding  out  what  the  states 
hi   to  pay? 
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President  ELMQUIST  :  I  think  you  have  got  to  leave  that  largely 
to  the  state. 

Mr.  BURR:  Before  you  ca'.l  the  roll,  I  would  like  to  call  attention 
to  a  portion  of  Judge  Helm  Is  remarks  this  morning.  I  know  that 
some  of  the  states  have  found  difficulty  in  making  contributions  for 
the  support  of  the  Washington  office,  due  to  the  law  which  prevents 
them  from  doing  so.  It  is  perhaps  true  in  some  of  those  states  that 
they  might  do  their  part  in  the  way  suggested  by  Judge  Helm,  by 
putting  the  solicitor  on  the  pay  roll  as  representing  the  Commission 
at  Washington  for  the  sum  that  they  care  to  appropriate  in  that  way 
and  thus  overcome  the  statutory  difficulties  which  prohibit  contri- 
buting the  money  outright  to  the  fund. 

President  ELMQUIST:     You  will  call  the  roll  please,  Mr.  Secretary. 

(The   roll   of   states   was   called   by   Secretary   Walker,   and   the 
following   responses    received:) 

ALABAMA :     No  response- 

ARIZONA:  Mr.  JOHNSON:  I  was  very  much  ashamed  to  see 
from  this  report  that  Arizona  had  not  contributed  anything  last  year. 
I  am  just  wondering  if  Arizona  made  any  pledge  and  failed  to  keep 
it.  If  that  is  the  case  I  will  pledge  you  now  that  if  we  did  we  will 
keep  it;  and  for  the  coming  year  we  will  pledge  you  $200,  and  I 
will  see  that  it  is  paid.  (Applause.) 

President  ELMQUIST:     Arizona  made  no  pledge  last  year. 

Mr.  JOHNSON:     Well,  I  will  pledge  $200  and  see  that  it  is  paid. 

ARKANSAS  :  Chairman  ELMQUIST  :  $50  from  Arkansas.  I  have 
a  letter  to  that  effect. 

CALIFORNIA:     No  response. 

COLORADO :  Mr.  HALDERMAN  :  It  will  be  utterly  impossible 
for  Colorado  to  put  any  one  upon  the  payroll  except  he  be  a  resident 
of  Colorado,  under  our  statute.  I  am  such  a  tenderfoot  here  that 
I  hardly  know  what  to  state,  but  individually  I  can  pledge  you  as 
much  as  $150  on  my  own  account. 

I  very  deeply  appreciate  the  importance  of  this  work,  and  while 
this  is  my  first  appearance,  I  hope  it  will  not  be  my  last.  It  seems 
to  me  all  the  states,  and  every  one  of  them,  should  realize  and 
appreciate  the  importance  of  the  work  of  the  Washington  Bureau- 

President   ELMQUIST:     Colorado   pledged  and   paid  $250  in   1918. 

Mr.  HALDERMAN  :  You  see,  I  did  not  -even  know  that.  I  make 
this  pledge  upon  my  own  individual  initiative,  and  perhaps  we  may 
equal  our  former  contribution. 

CONNECTICUT:     No  response. 
DISTRICT  OF  COLUMBIA:     No  response. 
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FLORIDA:  Mr.  BURR:  Mr.  President,  my  state  has  contributed 
$500  to  this  fund  ever  since  it  was  started,  and  I  feel  that  it  is  all 
out  of  proportion  compared  to  some  of  the  other  figures  on  that  list, 
in  the  matter  of  taxable  value,  population,  and  the  amount  of  money 
appropriated  through  the  legislature  to  the  support  of  the  Commis- 
sion. I  want  to  wait  a  minute  and  see  if  some  of  the  Commissions 
are  going  to  increase  their  contributions.  I  am  not  going  to  stand 
in  the  way,  however,  and  see  the  required  amount  of  money  fall 
down.  We  have  given  $500  yearly  heretofore. 

President  ELMQUIST:     Passed. 

GEORGIA :     $300. 
HAWAII:      No   response. 
IDAHO:     No   response. 

ILLINOIS:  Mr.  SHAW:  Illinois  has  been  one  of  the  states  that 
has  contributed  each  year  to  the  Bureau  in  Washington  $1,000,  and 
we  renew  that  pledge. 

INDIANA:  Mr.  LEWIS:  Indiana  will  only  be  able  to  renew  its 
pledge  of  $500.  Circumstances  are  such  that  it  is  impossible  for 
us  to  raise  more. 

IOWA:  Mr.  LEWIS:  We  have  been  contributing  $1,000  per  year. 
We  have  felt  just  a  little  bit  as  Mr.  Burr  of  Florida  did,  that  that 
has  been  somewhat  out  of  proportion  compared  with  the  way  the 
other  states  have  been  contributing  or  have  not  been  contributing. 
\\ "e  are  ready  to  continue  our  $1,000,  but  we  certainly  want  these 
other  states  to  come  up  and  make  this  Bureau  worth  while. 

KANSAS:     $500. 
KENTUCKY:  $300. 

LOUISIANA:  Mr.  SHELBY  TAYLOR:  \\ V  are  somewhat  in  the 
same  position  as  Colorado.  We  have  no  authority  to  donate  this 
money,  but  I  will  pledge  you  $250.  I  was  under  the  impression 
that  we  had  been  contributing  to  'some  fund  somewhere-,  and  I  thought 
it  was  this  fund. 

MAINE:  No  response. 
MARYLAND:  No  response. 

MASSACHUSET'l  -  PUBLIC  SERVICE  COMMISSION: 

Mr.  WEED:     Mr.  Maclend  lias  ^rppnl  nut.     I  have  no  doubt.  h»\v- 
.  they  will  continue  their  subscription,  although  I  have  no  author- 
ity to  speak  for  them. 

MASSACIirSMTS         BOARD  OF  GAS  AND  ELECTRIC 
LIGHT  COMMISSK  >NERS:     Mr.  WEED:    The  two  Massachn 
mmissions  contributed  $1,000  last  year. 
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MICHIGAN":  Mr.  SMITH:  Did  Michigan  make  any  pledge  last 
year? 

President  ELMQUIST:     No. 

Mr.   SMITH:     Has  it  ever  paid  any  subscription? 

President  ELMQUIST:     No. 

Mr.  SMITH:  Mr.  Chairman,  I  hardly  know  what  to  do.  Michi- 
gan does  not  want  any  other  state  to  bear  it's  portion  of  the  burden. 
It  has  occurred  to  me  since  the  beginning  of  the  roll  call  that  it 
seems  as  though  the  way  this  fund  is  made  up  now  it  depends  largely 
upon  the  generosity  or  disposition  of  the  several  states.  It  occurs 
to  me  that  no  state  ought  to  be  unwilling  to  have  the  Executive 
Committee  apportion  these  contributions  among  the  states,  upon  a 
proper  basis-  I  do  not  see  why  Iowa  should  pay  $1,000  and  some 
other  state  $100. 

We  are  newcomers,  but  Michigan  will  start  out  by  pledging  $300 
to  you  this  year;  and  we  will  say  if  during  the  year  or  at  the  end 
of  the  year  it  is  found  that  is  not  our  proper  proportion,  we  will 
pay  the  rest  of  our  proportion  on  any  proper  and  reasonable  basis. 

MINNESOTA:     No  response. 
MISSISSIPPI::  No  response- 

MISSOURI :  Mr.  BUSBY  :  Before  I  left  for  the  Convention  the 
members  of  our  Commission  talked  over  the  amount  of  our.  con- 
tribution in  a  tentative  way.  At  the  present  time  in  the  state  of 
Missouri  we  are  at  a  very  heavy  expense  in  valuation  matters.  We  are 
now  engaged  in  making  a  detailed  inventory  and  valuation  of  the 
street  railway  system  of  St.  Louis,  in  addition  to  many  other  utili- 
ties, and  our  monthly  expenses  are  running  up  approximately  every 
month. 

However,  the  Commission  has  authorized  me  to  subscribe  $300. 
and  I  will  enter  subscription  at  this  time  with  the  promise  that 
if  later  in  the  year  when  we  have  finished  the  St.  Louis  valuation,  we 
find  that  we  can  possibly  increase  that  subscription,  I  assure  you  it 
will  be  done. 

MONTANA:     No  response. 

NEBRASKA:  Mr.  TAYLOR:  Nebraska  has  been  a  contributor  to 
the  fund  since  the  organization  of  the  Bureau  to  the  extent  of  $500 
a  year.  We  are  running  over  some  of  our  appropriations  but  we 
regard  this  cause  as  so  important  and  vital  to  our  interests,  as  a 
state,  that  we  want  to  continue  that  contribution  and  will  renew  it 
for  the  next  year. 

NIEVADA:    No  response. 

NEW  HAMPSHIRE:  Mr.  WILLIAM  T.  GUNNISON:  New  Hamp- 
shire has  contributed  $100  last  year  and  will  contribute  the  same 
amount  this  year. 
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NEW  JERSEY:     No  response. 

NEW  MEXICO:  Mr.  WILLIAMS:  We  only  have  about  a  $5,000 
contingent  fund  to  work  on  through  the  wisdom  of  the  legislature  of 
our  state.  If  we  can  get  any  more  you  can  bet  we  will  give  it  to 
you.  You  are  safe  for  $100  this  year,  and  if  we  can  get  any  more 
next  year  you  can  bet  your  life  you  will  get  it. 

NEW  YORK  :--  FIRST  DISTRICT  :  Secretary  WALKER:  As 
the  only  representative  of  the  First  District,  I  will  say,  while  I  have 
not  been  instructed  by  the  Commission  to  continue  our  contribution 
of  $1,000,  I  have  no  doubt  it  will  be  continued. 

NEW  YORK:  —  SECOND  DISTRICT:  Chairman  ELMQUIST: 
$1,000. 

XORTH  CAROLINA:  Mr.  MAXWELL:  I  do  not  think  either 
of  my  associates  are  in  the  hall  at  this  time.  As  we  have  not  taken 
any  formal  action  the  best  I  can  do  is  to  indicate  that  Xorth  Carolina 
will  bear  its  proportion  of  this. expense,  and  I  will  advise  you  by  letter 
within  a  week,  as  to  the  amount  of  our  contribution. 

XORTH  DAKOTA:  Mr.  J.  H.  CALDERHEAD:  I  feel  a  good 
deal  like  some  of  the  other  members  do,  namely,  that  the  amount 
should  be  apportioned.  I  don't  know  just  what  that  amount  will  be 
for  our  state,  but  we  have  heretofore  made  an  appropriation  of  $375 
and  so  you  can  put  us  clown  for  that  amount. 

OHIO:  Mr.  r.vnox  M.  CLEX  DEXING:  The  Chairman  of  the 
Ohio  Commission  is  not  present  at  this  meeting,  and  as  the  youngest 
member  of  the  Ohio  Commission,  this  is  the  first  time  I  have  had 
a  knowledge  of  the  working  of  the  Association.  Recognizing  as  I 
do,  not  only  the  importance  of  the  work  being  done,  but  the  neces- 
sity of  our  state  a.-sistin^.  I  can  only  >ay  fur  the  present  that  I  will 
see  what  can  be  done  by  the  state  of  Ohio. 

Unfortunately  we  have  in   Ohio  a  bud  m.   under   the  pro- 

visions of  which  our  Commission  has  no  contingent  fund  whatever. 
Among  the  fifty-seven  varieties  of  constitutional  amendments  which 
were  adopted  there  in  1912,  which  we  call  the  Follies  of  1912 
(laughter  i,  one  of  them  was  what  we  call  Civil  Service,  and  under 
that,  if  we  were  to  adopt  Judge  Helm'-  idea  of  piit'ini;  the  Snlic- 
on  our  payroll,  he  would  have  t<>  come  to  Ohio  ami  take  the  Civil 
Service  examination.  (Renewed  laughter.) 

The  only  way  in  which  <  >hi«»  can  help  this  work  financially  is  to 
obtain  from  the  legislature  a  Mini  -et  apart  for  this  purj>ose.  Fortu- 
nately it  happens  that  the  Ohio  legislature  will  convene  in  special 
session  the  first  of  December,  so  that  it  will  i;ive  me  considerable 
pleasure,  and  our  Commission  as  well,  to  bring  the  matter  to  the 
attention  of  the  legislature  and  secure  permission  for  this  allowance: 
and  meanwhile.  I  will  be  very  grateful  if  your  Secretary  would,  at 
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his  leisure  send  to  me  or  to  the  Ohio  Commission  a  copy  of  the 
subscriptions  made  or  the  sums  donated  by  the  other  states,  because 
it  will  be  of  considerable  benefit  to  us  in  handling  the  matter. 

I  can  only  promise  you  at  this  time  our  united  efforts  over  there 
to  secure  something,  of  which  I  will  advise  you  later. 

President  ELMQUIST:  It  is  very  evident  why  Commissioner  Aitch- 
ison  and  myself  failed  to  secure  appropriations  from  Ohio.  Neither 
one  of  us  could  have  passed  a  civil  service  examination.  (Laughter.) 


OKLAHOMA:     No  response- 
OREGON :     No  response. 
PENNSYLVANIA :     No  response- 
RHODE  ISLAND  :     No  response. 


SOUTH  CAROLINA  :  Mr.  SHEALY  :  Mr.  Chairman,  it  has  been 
my  understanding  that  South  Carolina  for  a  number  of  years  has 
subscribed  the  sum  of  $50.  On  account  of  illness  it  was  impossible 
for  me  to  be  present  last  year  at  the  Association,  but  I  understand 
we  increased  that  amount  to  $75.  My  Commission  of  its  own  account 
increased  that  amount  to  double  for  1919 ;  and  under  the  laws  regu- 
lating the  Commission  of  South  Carolina  in  regard  to  such  matters, 
we  propose  to  double  the  1919  amount  for  1920. 

In  addition,  I  am  going  to  my  legislature  where  we  have  to  go 
for  all  the  moneys  we  obtain,  and  plead  with  them  for  at  least  a 
$500  appropriation.  I  do  not  hestitate  to  say  that  the  South  Caro- 
lina Commission  has  not  been  and  will  not  be  even  at  $300,  paying 
for  the  value  received  from  this  Association.  (Applause.) 

SOUTH  DAKOTA:  Mr.  MURPHY:  I  will  say  in  reference  to 
the  plan  of  establishing  this  Bureau  at  Washington,  that  we  were 
laboring  under  the  same  difficulties  as  some  of  the  other  Commissions, 
in  that  we  didn't  have  the  money.  However,  we  immediately  took 
it  up  and  asked  for  a  specific  appropriation,  and  secured  it.  We 
have  been  able  to  induce  the  two  legislatures  to  appropriate  the  money. 
We  have  asked  for  $750-  We  have  appropriations  on  hand  to  take 
care  of  a  like  sum  for  this  year,  and  we  hope  to  be  able  to  induce 
our  legislature  to  pay  our  share  of  the  burden  of  the  organization. 

We  know,  as  a  matter  of  fact,  that  we  have  not  paid  what  the 
Bureau  has  been  worth  to  us,  and  how  any  state  using  the  Bureau, 
and  we  all  ought  to  use  it,  can  only  contribte  $50  or  $100  and  feel 
good  about  it,  is  beyond  me.  I  do  not  understand  it  at  all.  It  is 
inconceivable  that  we  should  not  be  able  to  convince  our  members 
in  the  legislature,  of  the  propriety  of  appropriating  more  money  for 
this  work. 

I  think  that  the  Commissions  participating  in  the  work  before  the 
Bureau  was  established,  realize  how  much  more  effective  we  are 
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through  the  activities  of  the  Bureau  in  Washington.  It  strengthens 
us  in  every  way,  and  I  believe  we  can  assure  the  Association  that 
South  Dakota,  even  with  our  small  population,  and  our  poor  facilities 
and  other  disadvantages,  that  are  advertised  fully  and  probably  more 
exaggerated  than  they  should  be  (laughter),  we  well  be  able  to  con- 
tinue that  subscription. 

TENNESSEE:     No  response. 
TEXAS :    No  response. 

UTAH:  Mr.  GREENWOOD:  Mr.  President,  this  roll  call  was  a 
little  humilating  to  me.  I  have  heard  of  roll  calls  before,  but  I  was 
not  expecting  it  so  suddenly.  (Laughter.) 

I  want  to  say  we  are  about  the  youngest  Commissioners  in  the 
Union.  I  have  been  a  little  dubious  about  these  expenses  myself, 
because  I  have  not  met  them  face  to  face  before,  but  I  am  fairly 
convinced  now  that  you  cannot  work  successfully  in  any  organization 
without  something  to  grease  the  wheels.  Utah  has  a  budget  system, 
as  they  have  in  Ohio.  We  are  checked  up  in  Utah,  and  every  dollar 
we  get  out  of  the  state  has  to  be  drawn  with  a  good  deal  of  persua- 
sion. We  have  got  a  Jew  out  there  for  Governor  (laughter),  and 
we  cannot  get  anything  out  of  him.  I  think  we  have  written  you 
explaining  our  situation  in  the  matter. 

As  president  of  the  Commission  it  has  been  brought  very  forcibly 
to  my  mind  that  we  ought  to  have  done  something  up  to  date ;  we 
haven't  any  available  means';  we  have  the  budget  system  and  there 
isn't  any  question  about  it  (Renewed  laughter.)  But,  I  am  going 
to  say  that  I  will  give  $100  myself,  and  in  doing  so  I  might  have 
some  effect  upon  the  next  legislature. 

VERMONT:     No  response. 
VIRGINIA:     $35(5. 

WASHINGTON:  Mr.  CLELAND:  Washington  has  been  con- 
tributing $500  and  will  continue  that  contribution. 

WEST  VIRGINIA:  Mr.  MORGAN  :  $250.  I  think  that  is  the 
pledge  which  has  been  made  before. 

WISCONSIN:  Mr.  ALLEN:  Wisconsin  has  paid  $750.  The 
amount  shown  there  of  $625  I  presume  is  due  to  the  fact  that  the 
year  i-  not  completed,  but  if  for  any  reason  the  $750  has  not  been 
paid.  \\e  will  pay  it.  We  will  continue  the  $750,  and  if  the  amount 
of  money  received  is  not  sufficient  to  live  up  to  this  budget  as  out- 
lined. I  am  Mire  we  will  be  ready  to  do  our  share  and  perhaps 
more  than  our  -hare. 

•  •1  that  those  who  have  imiM  -ive.  and  that  it  i-  Irinlly  right 
to  try  to  put  u*  all  on  the  <mie  basts,  Some  of  these  states  simply 
cannot  pay  the  money,  and  there  i<  no  motion  about  it.  Everybody 
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here  wants  to  pay  his  share,  but  some  of  them  are  unable  to  do  it. 
I  do  not  know  that  Wisconsin  is  doing  any  more  than  it  ought  to 
do  now ;  it  is  doing  more  than  its  pro  rata  share,  no  doubt,  but 
Wisconsin  is  ready  to  do  more  than  it  is  now  doing  if  necessary. 
(Applause.) 

WYOMING:     Xo  response- 

MIXXESOTA:  Mr.  PUTNAM:  We  have  been  contributing  $1,000 
a  year  to  this  work  and  we  are  ready  to  continue  that  for  the  ensuing 
year,  although  we  feel  that  there  are  a  great  many  states  that  are 
not  doing  as  well  as  we  are,  and  I  would  like  to  see  the  rest  of  them 
come  up  to  the  same  measure. 

FLORIDA:  Mr.  BURR:  I  think  we  got  about  $1,700  on  that  new 
deal,  and  feeling-  as  I  do  that  we  have  been  over-subscribing,  I  am 
going  to  subscribe  $300.  If  it  is  necessary  in  the  end.  we  will  pay 
the  other  $200- 

President  ELMQUIST:  The  total  thus  far  subscribed  is  $12,825, 
and  there  are  a  number  of  states  that  have  heretofore  contributed, 
that  we  have  not  heard  from. 

Mr.  SHAW:  Mr.  Chairman,  I  assume  that  it  will  be  the  duty  of 
the  Executive  Committee,  perhaps  associated  with  the  Valuation  Com- 
mittee, to  take  up  with  the  states  not  heard  from,  the  question  of 
contributions  for  carrying  on  this  work,  and  urge  upon  them  its 
necessity  ? 

President  ELMQUIST  :     Yes. 

MOTION  FOR  CONTINUANCE  OF 
WASHINGTON  BUREAU 

Mr.  TAYLOR  (Neb.)  :  Mr.  President,  I  do  not  recall  whether  Mr. 
Haynes'  resolution  had  embodied  in  it  a  provision  for  a  continuation 
of  the  Bureau  during  the  forth-coming  year.  I  understand  that  a 
year  ago  provision  was  made  for  only  one  year,  and  I  find  some 
doubt  in  the  minds  of  those  who  heard  Mr-  Haynes'  resolution,  on 
that  point.  To  make  sure  that  there  will  be  no  lapse  of  that  kind, 
I  move  you  that  the  life  of  the  Bureau  be  extended  for  the  year 
1919-1920. 

(The  motion   was   seconded,   and   being   put  to   viva   voce   vote, 
unanimously  prevailed.) 

President  ELMQUIST:  Gentlemen,  the  hour  of  adjournment  having 
passed,  we  will  stand  adjourned  until  9:00  o'clock  tomorrow  morning, 
when  the  round-table  conferences  on  street  railway  and  rate  making 
will  begin.  The  regular  session  of  the  convention  will  reconvene  in 
this  room  at  10:30  o'clock  tomorrow  morning. 

(Whereupon,   at   5:10   o'clock   P.M.,   October    15,    1919,   an   ad- 
journment was  taken  until  10:30  o'clock  A.M..  October  16,  1919.) 
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Morning  Session 
Assembly  Room,   Claypool  Hotel 

October  16,  1919. 
11:10  A.M. 

President  ELMQUIST:     Gentlemen,  we  will  come  to  order. 

Mr.  Funk,  are  you  prepared  to  submit  the  report  of  the  Special 
War  Committee? 

Mr.    FRANK    H.    FUNK    (Ills.):     Mr.    Chairman,   the   War   Com- 
mittee has  prepared  a  report  on  the  results  of  its  work.     I  am  not 
going  to  bore  the  Association  with  reading  the '  report.     It  has  been 
signed  by  all  the  members  of  the  Committee,  Mr-  Haynes,  Mr.  Jack- 
Air.  Putnam  and  myself. 

It  is  simply  a  record  of  the  activities  of  the  \Yar  Committee  in 
the  attendance  at  committee  meetings  in  Washington  and  before  vari- 
ous committees  in  Congress. 
(The   report   follows:) 

REPORT  OF  SPECIAL  WAR  COMMITTEE 

The  signing  of  the  Armistice  and  the  efforts  being  made  to  re- 
adjust our  country  to  a  peace  basis  resulted  in  greatly  reducing  the 
activities  of  your  special  war  committee.  In  its  report  to  the  last 
convention  it  appeared  that  the  committee  had  been  active  in  1918 
in  bringing  about  cooperation  between  state  and  federal  authorities 
in  many  matter>  which  dealt  directly  with  the  successful  conduct  of 
the  war  and  the  mobilizing  of  our  industrial  and  economic  resources. 
Since  the  last  convention,  however,  your  committee's  activities  have 
been  confined  largely  to  legislative  matters,  although  questions  of  pro- 
cedure of  considerable  public  importance  have  been  taken  up  with 
the  Director  General  and  the  Postmaster  General.  You  will  recall 
that  the  la^t  convention  adopted  a  resolution  reading  in  part  as  follows: 

RESOLVED,  That  tin-  Special  War  Committee  be  continued  as  a 
special  committee  of  the  Association,  with  power  on  the  part  of  the 
President  to  appoint  two  additional  members  and  to  till  vacancies  at 
any  tim--  membership  ;  that  in  addition  to  the  functions 

indicated  in  the  resolution  creating  such  special   committee,  the  com- 
mittee shall  be  charged  with  the  duty  of  acting  along  similar  lines 
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with  respect  to  the  railroad  and  public  utility  problems  arising  out 
of  war-time  conditions  and  incident  to  their  readjustment  to  a  normal 
basis;  that  the  special  committee  as  constituted  under  this  resolution 
shall  be  charged  with  the  duty  of  conferring  with  the  appropriate 
Federal  and  State  authorities  and  with  each  State  Commission,  and 
of  making  appropriate  suggestions  as  to  the  form  and  substance  of 
legislative,  executive  and  judicial  action  with  respect  to  after-the-war 
conditions  affecting  railroads  and  utilities  under  the  jurisdiction  of 
any  of  the  State  Commissions,  it  being  understood  that  such  special 
committee  shall  act  in  behalf  of  this  Association,  but  that  no  action 
of  the  special  committee  shall  be  deemed  to  bind  any  State  or  State 
Commission  or  member  thereof. 

Through  its  acting  secretary,  Charles  E.  Elmquist,  the  committee 
kept  in  constant  touch  with  the  Postmaster  General  in  matters  re- 
lating to  the  rates,  service  and  practices  of  telephone  and  telegraph 
companies.  Perhaps  the  less  said  about  efforts  towards  cooperating 
with  this  officer  the  better.  Suffice  it  to  say  that  Mr.  Burleson  pro- 
ferred  to  act  alone  *in  control  of  the  wire  systems,  and  seemed  to 
take  particular  pleasure  in  disregarding  state  laws  and  the  suggestions 
made  by  your  committee  and  state  commissioners  generally.  Our 
experience  with  Mr.  Burleson  is  simply  one  more  link  in  the  chain 
of  evidence  which  goes  to  prove  that  if  you  once  let  a  federal  official 
enter  the  front  gates  of  state  sovereignty  it  is  only  a  question  of' 
time  when  he  will  seek  to  chase  you  off  of  your  own  plantation.  The 
operation  of  the  wire  systems  by  the  Government  was  a  costly  experi- 
ment to  the  American  People,  both  in  depreciated  service  and  largely 
increased  rates  and  charges.  The  public  breathed  a  sigh  of  relief 
when  the  wire  systems  were  returned  to  private  operation  on  the 
last  day  of  July. 

You  will  recall  that  an  attempt  was  made  by  the  Moon  bill  to 
have  Congress  extend  for  an  indefinite  period  Government  control 
and  possession  of  the  telephone  and  telegraph  systems  as  an  auxiliary 
to  the  Post  Office  Department.  .Pursuant  to  directions  received  from 
24  state  commissions  our  secretary,  on  January  21st,  appeared  before 
the  House  Committee  on  Post  Offices  and  Post  Roads  to  oppose  the 
bill.  At  the  hearing  before  the  committee  many  of  the  telephone- 
companies,  including  the  Bell  and  certain  large  independent  systems, 
favored  the  extension  of  control  from  3  to  5  years.  The  committee 
substantially  modified  the  bill  by  limiting  the  control  to  December 
31st,  1919.  The  bill  did  not  pass  either  house  of  Congress. 

On  February  19-20  of  this  year  your  committee  met  with  members 
of  the  executive  committee  at  Washington,  and,  among  other  things, 
decided  to  send  a  letter  to  President  Wilson  earnestly  recommending 
the  return  of  the  telephone  and  telegraph  wire  systems  to  private 
operation  June  30,  1919.  The  communication  went  into  the  history 
of  telephone  regulation  and  the  results  which  had  been  secured  through- 
Government  operation. 
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In  the  present  session  of  Congress,  bills  were  introduced  for  the 
return  of  the  wire  systems.  At  the  hearings  before  the  Senate  and 
House  committees,  the  wire  companies  favored  the  return  but  insisted 
that  Congress  legalize  all  rates  made  by  the  Postmaster  General.  Mr. 
Elmquist  appeared  before  both  committees  and  argued  for  a  return 
of  the  wire  systems  on  June  30,  1919,  and  opposed  the  legalizing 
by  Congress  of  interstate  rates  which  had  been  initiated  by  the  Post- 
master General.  The  bill  as  finally  passed  called  for  the  return  of 
the  wires  at  the  end  of  the  month  in  which  the  bill  was  approved 
by  the  President  and  provided  that  : 

"The  existing  toll  and  exchange  telephone  rates  as  established  or  approved 
by  the  Postmaster  General  on  or  prior  to  June  6,  1919,  shall  continue  in  force 
for  a  period  not  to  exceed  four  months  after  this  Act  takes  effect,  unless  sooner 
modified  or  changed  by  the  public  authorities  —  State,  municipal,  or  otherwise 
—  having  control  or  jurisdiction  of  tolls,  charges,  and  rates  or  by  contract 
or  by  voluntary  reduction" 

In  December  of  last  year,  Director  General  McAdoo  recommended 
to  Congress  that  the  federal  control  of  railroads  be  extended  for  a 
period  of  5  years.  In  January  the  Senate  Committee  on  Interstate 
Commerce  conducted  a  hearing.  Members  of  your  Committee  joined 
with  members  of  the  Executive  and  legislative  Committees  and  other 
commissions  in  a  conference  at  Washington.  As  a  result  of  that 
conference,  Mr.  Elmquist  presented  to  the  Senate  committee  a  report, 
copy  of  which  follows,  as  appendix  A  to  this  report. 

Telegrams  were  sent  to  all  the  state  commissions  inviting  an  ex- 
pression of  their  opinion  upon  the  extension  of  federal  control.  With 
but  two  exceptions  the  replies  were  unanimously  opposed  to  the  prop- 
osition. The  action  taken  upon  this  question  should  not  be  construed 
as  hostile  to  Government  ownership.  That  question  was  not  before 
the  conference  and  has  not,  to  our  best  knowledge,  ever  been  passed 
upon  by  the  National  Association. 

Early  in  the  history  of  the  present  session  of  Congress  the  Senate 
passed  Senate  bill  641,  being  an  act  to  amend  section  10  of  the 
federal  control  act  by  restoring  the  rate  making  power  by  the  Inter- 
state Commerce  Commission  of  rates  initiated  by  the  president  as 
well  as  the  power  to  suspend  and  review  thiMii  before  they  become 
effective. 

This  bill  was  heard  before  the  House  Committee  on  Interstate 
and  Foreign  Commerce  on  June  24th-27th  of  this  year.  Mr.  Ehn- 
qiiUt  appeared  in  support  of  the  bill  and  offered  several  amendments, 
the  chief  nmonc:  them  beinir  as  follow^  : 

"That    no    change    or    increase    shall    hrn-aftrr    I"-    made    in    intrastatc    r 
fares.    charges.    classifications,    regulations    and    practices    without    having    first 
••cl    the   approval   of   the   proper   state   regulating   tril.unals   conformable    to 

thr    laws    of    the    so\«-ral 


This  amendment  did  not   seek  to  give  to  the  state  commissions  the 
power  to  set   aside  or  review  rates   which   had   tx'en   initiated  by  the 
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Director  General  prior  to  the  passage  and  approval  of  this  act.  There 
developed  strong  opposition  to  the  amendment,  but  the  committee 
adopted  it  by  a  divided  vote.  Upon  September  26th  the  House  passed 
the  bill  as  amended  and  the  conference  committee  of  both  nouses 
accepted  the  amendment.  The  bill  is  now  upon  its  final  passage  and 
will  undoubtedly  become  a  law. 

Mr.  Elmquist  sent  a  telegram  to  all  commissions  urging  that  they 
wire  their  senators  and  congressmen  to  support  this  bill,  and  a  large 
number  of  them  did  so. 

The  experience  with  these  bills  indicates  the  wisdom  of  having 
someone  on  the  ground  to  represent  the  public  in  legislative  matters. 

Members  of  your  committee  joined  in  a  conference  held  in  Chicago 
in  May,  which  was  called  for  the  purpose  of  preparing  briefs  to  be 
filed  amici  curiae  in  the  North  Dakota  railroad  case  and  the  South 
Dakota,  Mass.,  Kansas  and  Nebraska  telephone  cases  and  the  Illinois 
Telegraph  Case.  This  conference  lasted  from  Monday  to  Friday, 
and  the  briefs  prepared  at  this  time  were  subscribed  by  the  president 
and  general  solicitor  of  our  association  and  the  commissions  of  37 
states,  the  attorneys  general  and  the  commerce  counsel  of  eight  states. 

As  soon  as  the  Honorable  Walker  D.  Hines  became  Director  Gen- 
eral he  indicated  a  desire  to  confer  with  the  proper  officers  of  our 
association  relative  to  the  rules  and  practices  which  should  prevail 
in  matters  properly  coming  before  state  commissions  within  the  ex- 
ercise of  the  police  powers-  Your  committee  met  with  members  of 
the  executive  and  legislative  committees,  and  other  commissioners 
in  Washington,  in  January,  and  a  very  satisfactory  conference  was 
held  with  the  Director  General  and  with  Max  Thelen,  Director  of 
Public  Service.  .As  a  result  the  Director  General  issued  Order  No. 
58,  which  required  the  railroad  companies  to  submit  all  local  matters 
to  state  commissions,  comformable  to  the  state  laws,  but  left  the 
question  of  control  over  intrastate  rates  to  be  settled  by  the  Supreme 
Court  of  the  United  States.  Every  effort  was  made  to  induce  him 
to  agree  to  state  regulation  of  intrastate  rates  during  the  period  of 
federal  control,  but  in  this  we  were  unsuccessful.  The  Supreme 
Court  sustained  the  Director  General's  contention  in  the  North  Da- 
kota Railroad  case.  Since  Order  58  was  issued  our  relations  with 
the  Director  General  have  been  harmonious. 

The  fuel  administrator  had  under  consideration  the  issuance  of 
an  order  prescribing  a  standard  for  commercial  coal  gas,  based  on 
528  British  thermal  units.  Large  gas  companies  strongly  favored 
such  action.  Indeed  it  was  natural  for  them  to  do  so.  since  the  order 
would  have  had  the  effect  of  indirectly  increasing  the  cost  of  this 
gas  to  the  consumer  from  6  to  16%'.  This  increase  would  have  been 
brought  about  through  the  larger  consumption  of  an  inferior,  quality 
of  gas-  The  order,  if  legal,  would  have  had  the  effect  of  canceling 
practically  every  contract,  ordinance  or  statute,  as  well  as  the  orders 
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made  by   state   commissions   prescribing  a   standard   quality   of    such 
commercial  gas. 

Your  committee  conferred  upon  the  matter  at  Washington,  along 
with  members  of  the  executive  committee  and  others,  and  decided  to 
oppose  the  issuance  of  the  order.  The  committee  was  not  opposed 
to  an  increase  in  gas  rate  if  it  were  found  necessary  upon  a  proper 
showing,  but  it  felt  that  this  was  a  question  which  should  properly 
be  addressed  to  the  judgment  of  local  commissions.  Proper  presen- 
tation was  made  by  Mr.  Elmquist  and  Commissioner  Travis  H.  Whit- 
ney of  New  York  at  a  hearing  before  James  T-  Lynn,  Director  of 
Gas  Plants,  in  the  Fuel  Administration.  The  administration  went  out 
of  business  without  issuing  the  order. 

Your  committe  has  given  consideration  to  the  remedial  legislation 
proposed  in  the  many  bills  which  have  been  presented  to  this  Congress 
The  House  Committee  on  Interstate  and  Foreign  Commerce  began  to 
hold  hearings  on  July  5  and  they  were  conducted  continuously  until 
the  last  week  of  September. 

Your  committee  was  called  to  Washington  in  September  to  confer 
with  members  of  the  executive  and  legislative  committees  on  a  pro- 
gram. The  Committee  took  the  EscrnPomerene  bill  as  its  text  and 
prepared  suitable  amendments  to  the  bill,  which  would  have  the  effect 
of  properly  preserving  the  police  powers  of  the  states  with  respect  to 
service,  facilities,  abandonments,  extensions,  and  rates,  and  also  sug- 
gested amendments  looking  to  the  proper  cooperation  between  state 
and  federal  authorities  in  questions  growing  out  of  Shreveport  cases 
and  applications  to  consolidate  systems  and  terminals  and  the  issuance 
of  securities.  The  statement  and  argument  were  presented  by  Mr- 
Elmquist.  ' 

The  Committee  reiterated  the  general  principles  which  were  adopted 
by  the  committees  and  presented  to  the  Interstate  Commerce  Com- 
mittee at  the  time  the  extension  of  federal  control  was  under  con- 
Mderation.  The  legal  status,  after  the  return  of  the  properties,  of 
the  present  state  and  interstate  rates  was  given  careful  consideration 
and  the  commissioners  present  unanimously  adopted  a  resolution  fav- 
oring the  continuance  of  the  rates  until  July  1,  1921,  unless  sooner 
changed  by  proper  authorities. 

It  is  quite  generally  felt  that  the  pre-war  state  rates  will  become 
effective  immediately  upon  tfie  return  <>f  the  railroads  t»>  private  opera- 
tion unit  .ilizes  the  present  ran-.     The  right  of  ( 
to  do  so,  however,  is  debatable.     The  committee  concerned  it  self  with 
the   practical,    rather    than    the    leiral.    si.le   of    the   question.      A 
number  -atutory  2c  p.  .-11  a*  former 
;id  comniodi!                  These  are  much  lower  than  the 
present    rates.      "Restoration    of    pre-war                          would    result    in 
'lin^   discrimination^                                ,nd    interstate   rates,   and   the 
coinmi-                   nld    therefore   be    involved    in    the   consideration    • 
multitude  of    Shreveport    situations.      Many   of    the  conin  have 
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no  control  over  intrastate  passenger  rates,  and  it  was  felt  that  the 
Governors  would  be  slow  to  call  the  legislatures  in  special  session 
to  deal  with  that  particular  question.  Many  of  these  legislatures 
would  not  convene  until  the  winter  of  1921.  For  these  reasons  the 
following  resolutions  was  adopted. 

Jhat  the  existing  interstate  and  intrastate  rates,  fares,  charges  and  classi- 
fications initiated  by  the  Director  General  may  continue  in  force  for  a  period 
not  beyond  July  1,  1921,  unless  sooner  changed  by  the  state  or  federal  authori- 
ties having  control  or  jurisdiction  of  rates,  fares,  charges  and  classifications,  and 
that  rates  which  have  not  been  changed  or  approved  on  or  prior  to  said  date 
shall  thereafter  be  of  no  force  and  effect,  and  the  rates  in  effect  June  9, 
1918,  shall  then  be  restored. 

Considerable  discussion  was  had  on  the  question  of  a  transpor- 
tation board.  That  matter  was  disposed  of  by  the  adoption  of  the 
following  resolution : 

That  the  Committee  embody  in  its  report  a  resolution  favoring  the  creation 
of  a  Transportation  Board  for  the  purpose  of  making  a  study  of  transportation 
conditions,  rail,  water  and  highway,  including  the  investigation  of  proper  con- 
solidations of  railroad  systems  and  terminals,  for  the  purpose  of  making  a 
report  and  recommendations  to  the  Interstate  Commerce  Commission;  the 
functions  of  said  Board  to  be  purely  advisory. 

The  committee  also  went  on  record  as  opposed  to  any  Government 
guarantee  of  privately  operated  railroads  and  also  urged  the  committee 
to  give  unfavorable  consideration  to  the  different  plans  suggested  for 
the  division  of  excess  earnings.  All  present  at  the  conference  reached 
the  conclusion  that  a  law  compelling  a  division  of  excess  earnings  of 
any  railroad  company  would  be  a  direct  invitation  to  reckless  expen- 
diture of  earnings  by  prosperous  railroads  for  additional  services, 
facilities  and  improvements,  thus  forcing  a  competitive  situation  which 
would  in  the  long  run  be  injurious  to  all  of  the  railroad  companies 
in  the  country,  as  well  as  the  public. 

It  would  be  exceedingly  interesting  if  the  statement  presented  to  the 
committee  were  made  a  part  of  this  report,  but  the  committee,  on 
account  of  its  length,  and  the  expense  of  including  it  in  the  annual 
publication,  does  not  feel  warranted  in  doing  so.  If  desirable,  the 
Association  can  have  it  done  by  the  adoption  of  a  motion  to  that  effect. 

Many  suggestions  have  been  made  to  Congress  for  remedial  railroad 
legislation  and  to  a  large  extent  they  are  embodied  in  pending  bills. 
A  discussion  of  the  different  propositions  would  unduly  prolong  this 
report  and  perhaps  would  serve  no  useful  purpose.  It  is  suggested 
that  the  commission  and  the  attorney  generals  of  the  states  should  get 
copies  of  all  bills  and  make  a  careful  study  of  them  for  the  purpose 
of  ascertaining  how  the  proposed  legislation  will  affect  the  laws  and 
the  practices  within  their  states.  Copies  of  the  Esch-Pomerene  bills, 
the  Cummins  bill,  the  Sims  bill,  which  includes  the  Plumb  plan,  and 
others,  have  been  furnished  to  the  commissions- 
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This  concludes  the  activities  of  your  Special  War  Committee.  Ap- 
parently the  treaty  of  peace  will  soon  be  agreed  to  and  this  Nation 
will  no  longer  be  technically  at  war.  It  is  expected  that  the  railroads 
will  soon  be  back  in  the  hands  of  their  owners.  Under  these  circum- 
stances there  is  no  good  reason  for  the  continuation  of  a  special  war 
committee,  and  we  therefore  recommend  that  this  committee  be 
discharged. 

Respectfully  submitted, 

FRANK  H.  FUNK,  Chairman 
PAUL  P.  HAYNES 
CARL  D.  JACKSON 
FRED  W.  PUTNAM 
R.  HUDSON  BURR 

(APPENDIX  A) 
STATEMENT  OF  MR.  CHARLES  E.  ELMQUIST 

Senator  POMERENE:  Please  state  your  name,  residence,  and  the 
interests  you  represent. 

Senator  CUMMINS:  I  think  it  was  understood  that  Mr.  Elmquist 
would  make  his  satement,  and  then  that  further  inquiries  would  be 
suspended  until  after  Mr.  Finn  makes  his  statement,  in  order  that  Mr. 
Finn  may  he  able  to  leave  the  city  tonight. 

Senator  POMEREXE:     Very  well. 

Mr.  ELMQUIST:  I  am  president  of  the  National  Association  of 
Railway  and  Utilities  Commissioners.  My  office  is  at  724  Eighteenth 
Street  N.W.,  Washington,  D.  C.  I  have  been  here  since  November 
15,  1917,  acting  for  the  Association  in  different  matters  connected 
with  the  physical  valuation  of  railroads  and  other  questions  relating 
to  war  activities. 

Senator  CUMMINS:  I  think  you  ought  to  state  your  connection 
with  the  Minnesota  commission,  so  that  the  record  will  show  that  also. 

Mr.  ELMQUIST:  I  was  a  member  of  the  Minnesota  Railroad  ami 
Warehouse  Commission  for  about  10  yea  ning  from  that  body 

on  the  15th  of  November,  1917,  to  come  to  Washington  to  accept  the 
position  of  solicitor  for  the  valuation  committee  of  the  National  Asso- 
ciation. 

The  statement  I  present  represents  the  views  of  the  members  of 
tliv-  National  Association  who  have  been  here  in  respond  to  a  tele- 
gram and  letter  asking  them  to  come  to  Washington  to  consider  the 
general  railroad  program.  The  National  .Wnciation  of  Railway  and 
I'tilities  Commissioners  is  an  organization  composed  of  the  members 
of  the  Interstate  Commerce  and  the  regulating  commissions  of  all 
of  the  States  except  Delaware.  The  exercise  of  regulatory  power 
over  corporations  began  with  the  railroads,  hut  has  gradually 
ided  until  commissions  are  exercising  general  supervision  over 
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many  utilities.  Commissions  of  47  States  and  the  District  of  Columbia 
have  jurisdiction  over  railroad  companies,  43  over  telephone  compan- 
ies, 38  over  street  and  electric  railway  companies,  30  over  gas  and 
electric  lighting  companies,  and  23  over  water  companies.  Broadly 
speaking,  the  jurisdiction  relates  to  rates,  service,  and  accounting. 
The  trend  of  sentiment  in  most  of  the  States  is  for  an  extension 
of  the  regulatory  power  of  the  States  over  public-service  corporations. 
The  retention  of  control  over  railroad  companies  is  not  necessary  to 
the  continued  existence  of  regulating  commissions,  and  I  wish  to  em- 
phasize that  State  officers  do  not  appear  before  this  committee  through 
selfish  motives  or  for  any  other  purpose  than  to  faithfully  perform 
the  duties  imposed  upon  them  by  the  laws  and  constitutions  of  their 
several  States. 

State  commissioners  are  the  "minute  men"  of  regulation.  They 
have  occupied  the  front-line  trenches  in  every  advanced  progressive 
movement.  Responding  to  wholesome  and  well-directed  public  sen- 
timent, they  have  displayed  commendable  zeal  and  initiative  in  the  reg- 
ulation of  public-service  corporations,  resulting  in  largely  improved 
facilities,  in  service,  more  uniform  and  reasonable  rates,  and  substan- 
tially identical  accounting  methods.  All  national  legislation  affecting 
railroad  companies  has  been  prompted  by  the  experience  obtained  in 
the  States. 

Consideration  of  the  railroad  problem  should  be  divided  into  two 
parts :  First,  matters  calling  for  immediate  relief ;  and,  second,  those  of 
a  less  pressing  but  more  permanent  nature. 

As  to  the  former :  Government  operation  has  given  impetus  to  the 
transportation  problem.  The  question  is  now  before  Congress  pressing 
insistently  for  settlement,  and  it  should  be  solved  as  soon  as  possible, 
consistent  with  proper  investigation  and  deliberation.  Remedial  leg- 
islation for  the  protection  of  the  public  should  be  secured  before 
March  4,  but  a  final  solution  of  the  railroad  question  can  not,  and  in 
justice  to  all  interests  should  not,  be  adopted  by  this  Congress.  There 
is  not  sufficient  time  in  five  weeks  which  remain  of  this  session 
to  agree  upon  a  policy  which  will  properly  safeguard  the  interests  of 
the  public,  the  employees,  and  the  investors.  Hence,  first  considera- 
tion should  be  given  to  those  matters  which  can  now  properly  be  dispos- 
ed of. 

Of  first  importance  are  questions  growing  out  of  Government  opera- 
tion. The  signing  of  the  armistice  brought  the  war  to  an  end.  The 
President  reported  that  fact  to  Congress,  and  the  Director  General 
made  a  similar  announcement  on  the  22d  day  of  January  of  this 
year.  Our  troops  are  being  rapidly  demoblized.  War  industries  have 
ceased  to  function  as  such.  The  powerful  war  bureaus  have  disbanded 
and  the  mighty  energies  of  our  country  are  being  devoted  to  problems 
of  peace.  But  the'  railroads,  which  are  the  greatest  single  industry 
of  the  country,  are  still  being  operated  under  the  emergency  power 
conferred  by  Congress.  Centralization  of  all  power  over  the  rail- 
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roads  in  the  hands  of  one  individual  during  actual  warfare  is  dan- 
gerous, but  in  times  of  peace  it  becomes  a  positive  menace  to  the  lib- 
erties, happiness  and  welfare  of  our  people.  This  menace  should  be 
removed  at  once.  Under  section  10  of  the  Federal  control  act  the 
i  resident  may  set  aside  any  State  or  Federal  law,  and  by  section  11 
any  person  or  corporation  who  violates  any  order  or  regulation  made 
in  pursuance  of  the  act  shall  be  guilty  of  a  misdemeanor  and  shall, 
upon  conviction,  be  punished  by  a  fine  of  not  more  than  $5,000  or, 
if  a  person,  by  imprisonment  for  not  less  than  two  years,  or  both. 
The  wise  regulatory  laws  which  have  been  passed  by  the  States  and 
Congress  for  the  protection  of  the  public,  the  railroads  and  their  em- 
ployees, should  not  be  subject  to  the  will  of  a  single  individual.  This 
is  subversive  of  the  interests  of  a  free  people  in  times  of  peace. 

Hence,  we  earnestly  recommend  that  this  Congress  amend  section 
10  so  as  to  take  from  the  President  the  alleged  right  to  set  aside 
S'ate  or  Federal  laws  or  the  orders  of  commissions  applicable  to 
common  carriers. 

I'nder  section  10  the  President  may  initiate  rates,  fares,  charges, 
classifications,  regulations,  and  practices  by  filing  the  same  with  the 
Interstate  Commerce  Commission,  effective  at  such  time  as  he  may 
direct,  but  the  commission  may  not  suspend  the  same  during  the  time 
it  is  investigating  the  justness  and  reasonableness  of  the  order. 

Pursuant  to  this  provision  of  the.  statute  the  director  general  in- 
itiated demurrage,  freight  and  passenger  rates  and  charges,  repre- 
senting an  estimated  increase  of  nearly  a  billion  dollars  per  annum, 
without  giving  the  shippers  or  passengers  a  hearing  upon  the  ques- 
tion of  the  justness  or  reasonableness,  and  without  consulting  State 
officers  as  to  the  effect  which  said  action  would  have  upon  the  laws, 
practices,  rate  structure,  or  interests  of  the  States,  or  upon  the  business 
of  the  patrons  of  the  railroads  within  those  States.  The  freight  rates . 
represented  increases  of  from  25  per  cent  to  several  hundred  per 
cent.  This  phenomenal  and  extraordinary  action  aroused  such  intense 
interest  throughout  the  country  among  shippers  and  State  commissions 
that  the  director  general  made,  upon  suggestion,  many  substantial 
modifications  of  the  rate  order  before  it  went  into  effect  and  promptly 
created  o  mmittees  for  the  purpose  of  hearing  complaints  and  making 
recommendations  with  respect  thereto.  The  local  traffic  committees. 
•f  three  or  five  members,  in  each  case  a  majority  being  railroad 
employees  who  receive  their  pay  from  the  railroads;  the  minority 
members  hein-  employee-  of  hoards  ..f  trade-,  chambc  •  mmerce, 

or  lar-e  diippers'  ordain/at  ions  and  receiving  their  pay  from  them. 
Proceedings  before  such  committees  are  not  formal.  Kvidence  is  not 
taken  down  or  preserved.  The  local  committee  makes  its  report  to  the 
regional  committee,  and  the  latter  reportt  to  the  direct  r  general,  and 
ed  until  is  i>  finally  a]pr..\ed  by  him. 

Under  this  plan,  for  example,  shippers  «.f  the  Pacific  coast  may 
be  called  upon  to  appear  before  a  local  committee  at  Portland,  and 
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then  before  the  central  committee  at  Chicago,  and  finally  before  the 
director  of  traffic  at  Washington,  upon  the  same  matter ;  and  the  right 
of  appeal  can  not  be  exercised  any  time  or  anywhere.  The  only  legal 
redress  is  for  the  shipper  to  complain  to  the  Interstate  Commerce  Com- 
mission after  the  rates  have  become  effective.  Rate  Order  No.  28  des- 
troyed many  States  scales  of  class  and  commodity  rates  and  pur- 
ported to  suspend  State  laws  establishing  maximum  passenger  fares. 
The  director  general  now  has  under  consideration  the  establish- 
ment of  standard  class  scale  rates,  standard  refrigeration  and  icing 
charges,  readjustment  of  lumber  rates  from  the  Pacific  Coast  States, 
and  perhaps  other  adjustments  which  may  vitally  affect  the  ship- 
ping interests  of  the  public.  It  would  seem  that  none  of  these  rate 
matters  is  essential  to  the  successful  operation  of  railroads  for  war 
purpose  or  in  times  of  peace.  During  the  readjustment  period  the 
shippers  of  the  country  should  not  be  called  upon  to  meet  rate  pro- 
posals representing  an  increase  in  revenues  or  a  disturbance  of  com- 
mercial conditions.  The  National  Association  of  Railway  and  Utili- 
ties Commissioner's  at  its  thirtieth  annual  convention  held  in  Washing- 
ton November  12-14,  1918,  adopted  a  resolution  upon  that  question, 
which  reads  as  follows : 

BE  IT  RESOLVED,  That  the  National  Association  of  Railway  and  Utilities 
Commissioners,  representing  all  commissions  in  the  United  States,  does  hereby 
declare  to  the  director  general  and  Interstate  Commerce  Commission  that  it  is 
the  opinion  of  this  association  that  the  present  is  an  inopportune  time  to 
undertake  to  establish  uniform  standard  scales  of  distance  class  rates  to  apply 
upon  all  traffic  within  the  territories  as  denned  in  the  suggestion  of  the  director 
general ;  and.  as  reasons  for  this  opinion,  we  desire  to  call  attention  to  the  fact 
that  the  State  commissions  are  charged  with  the  duty  under  the  statutes  of  their 
Several  States  of  prescribing  and  establishing  reasonable  schedules  of  freight 
rates  within  their  several  States.  These  commissions  can  not  and  do  not  subscribe 
to  the  view  that  these  commissions  can  be  required  in  times  of  peace  to  surrender 
their  jurisdiction  over  such  matters. 

Recently  a  prominent  memb'er  of  the  Interstate  Commerce  Com- 
mission appeared  before  this  committee  and  seriously  criticised  the  rate 
structure  of  the  country  and  suggested  a  plan  for  distance  rates 
which,  if  put  into  effect  would  completely  revolutionize  the  rate  and 
commercial  fabric  of  the  Nation,  and  he  stated  that  Mr.  McAdoo 
favored  the  plan  and  that  the  present  director  general  approved  Mr. 
McAdoo's  policies.  Under  the  existing  law  the  director  general 
claims  to  be  in  a  position  to  carry  out  any  policy  of  rate  making  which 
he  may  choose  to  adopt.  If  this  be  true,  the  very  life  of  many 
industries  of  the  country,  and  perhaps  of  whole  communities,  is 
dependent  upon  the  will  of  the  director  general.  This  unfortunate 
situation  necessarily  results  in  serious  apprehension  among  the  ship- 
pers and  communities,  because  they  do  not  know  how  to  adjust 
themselves  to  this  condition. 

We  therefore  recommend  that  section  10  of  the  Federal  control  act 
be  amended  so  that  rates  initiated  by  the  director  general  may  be 
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suspended,  pending  a  final  determination  by  the  Interstate  Commerce 
Commission  and  State  commissions ;  and  in  this  connection  we  strong- 
ly urge  the  immediate  adoption  of  the  Cummins  bilf,  Senate  file  5025, 
with  certain  modifications  which  may  be  suggested  later. 

Rates  initiated  by  the  director  general  applied  to  State  as  well  as 
interstate  traffic,  and  tariffs  were  filed  with  State  commissions  for 
their  information  only.  The  director  general  claims  that  he  has 
authority  to  initiate  intrastate  rates,  and  that  during  the  period  of 
Federal  control  the  states  are  without  any  authority  over  such  rates. 
While  the  S'ate  commissions  are  of  the  opinion  that  the  Federal 
control  act  did  not  deprive  them  of  jurisdiction  over  State  rates, 
not  one  of  them  has  made  any  attempt  to  exercise  that  authority 
during  the  war.  Since  the  signing  of  the  armistice  a  number  of  actions 
have  been  brought  for  the  purpose  of  testing  the  legality  of  intrastate 
freight  and  express  rates  which  have  been  initiated  by  the  director 
general.  In  our  opinion,  Congress  specifically  reserved  jurisdiction 
over  intrastate  rates  and  other  lawful  police  regulations  to  the  sev- 
eral States.  Without  conceding  the  error  of  our  position,  and  solely 
for  the  purpose  of  avoiding  litigation  by  shippers  and  commissions 
with  the  director  general,  we  recommend  that  section  15  of  the  Fed- 
eral control  act  be  amended  by  inserting  the  words  "or  intrastate 
rates"  after  the  word  "taxation,"  so  that  the  section  when  amended 
will  read  as  follows: 

Sec.  15  That  nothing  in  this  act  shall  be  construed  to  amend,  repeal,  impair, 
or  affect  the  existing  laws  or  powers  of  the  States  in  relation  to  taxation,  intra- 
state rates,  or  the  lawful  police  regulations  of  the  several  States,  except  wherein 
such  laws,  powers,  or  regulations  may  affect  the  transportation  of  troops,  war 
material,  Government  supplies,  or  the  issuance  of  stock  and  bonds. 

I  stated  that  no  State  commission  had  brought  an  action  for  the 
purpose  of  testing  the  director  general's  power  to  make  intrastate 
rates  while  the  war  was  on.  Since  the  signing  of  the  armistice,  how- 
ever, a  number  of  proceedings  have  been  started  to  test  the  right  to 
impede  intrastate  express  rates  without  first  submitting  them  to  the 
commission  for  their  consideration  and  approval.  Such  actions  have 
been  brought  in  South  Dakota.  North  Dakota,  Iowa,  and  Nebraska. 
The  director  general  in  December  initiated  express  rates  increasing 
the  charges  1>y  $25,000,000,  this  being  for  the  purpose  of  giving  to  the 
express  companies  about  eleven  or  twelve  million  dollars,  which  they 
claimed  they  needed  to  take  care  of  additional  wage  increases.  He 
simply  filed  those  rates  with  the  State  commissions  for  their  informa- 
tion only.  The  State  of  Nebraska  also  brought  an  action  involving 
the  right  of  the  Burlington  Railroad  to  charge  more  than  $4.50  per 
car  for  the  movement  nf  clay  between  two  points  wholly  within 
the  state.  It  appears  that  the  I5ur1in»t<>n  Railroad  had  voluntarily 
made  a  ran  of  $4.50  per  car  on  clay  for  the  purpose  of  helping 
some  industry.  I'nder  the  law  in  Nebraska  those  rates  must  be 
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filed  with  the  commission,  subject  to  its  approval,  and  they  become 
the  legal  rate. 

Senator   POMERENE:      Filed   by   the   railroad,   you   mean? 

Mr.  ELMQUIST.  Yes.  General  Order  No.  28,  issued  by  the  di- 
rector general,  placed  a  minimum  charge  of  $15  per  car  on  clay,  so 
it  increased  that  rate  over  300  per  cent.  Since  the  armistice  a  ship- 
ment of  clay  was  made.  The  shipper  paid  the  $15  under  protest;  and 
then  an  action  was  brought  by  the  commission  to  restrain  or  enjoin 
the  railroad  from  charging  that  particular  $15  date;  so  the  direct 
question  of  the  director  general's  authority  to  make  intrastate  rates, 
without  submitting  them  for  the  approval  of  the  commissions,  is 
involved  in  that  proceeding.  It  may  be  interesting  to  see  what  the 
director  general  said  about  these  proceedings,  and  to  observe  the 
different  attitudes  displayed  by  the  director  general  and  the  Postmaster 
General  with  respect  to  the  injunctions. 

Since  Mr.  Burleson  has  undertaken  to  impose  standard  toll  rates 
throughout  the  United  States,  increasing  the  toll  rates  all  the  way  from 
25  per  cent  up  to  100  per  cent  throughout  the  country,  a  great  many 
actions  have  been  brought  by  State  commissions  questioning  his 
authority  to  fix  those  rates  within  States  without  their  consent.  At  the 
present  time  restraining  orders  have  been  issued  in  Minnesota,  South 
Dakota,  Illinois,  Michigan,  Ohio,  Florida,  Kansas,  and  I  believe, 
Mississippi ;  restraining  orders  have  been  denied  in  Indiana  and  New 
Jersey;  actions  are  pending  in  California,  Wisconsin,  New  York  and, 
I  believe',  in  Alabama. 

The  Postmaster  General  has  announced  and,  as  a  matter  of  fact,  it 
is  his  practice,  the  immediate  suspension  of  the  rates  that  are  enjoined 
by  the  courts,  State  or  Federal ;  but  he  does  not  observe  orders  made 
by  State  Commissions  suspending  those  rates.  Notice  the  attitude  of 
the  director  general  with  respect  to  .the  same  question. 

Senator  POMERENE:     That  is,  of  railroads? 

Mr.  ELMQUIST  :  The  Director  General  of  Railroads ;  yes.  This  is 
a  statement  which  was  prepared  for  release  in  the  afternoon  papers  of 
Monday,  January  6,  1919,  and  is  dated  January  5,  1919.  It  is  a  press 
statement  issued  by  the  railroad  administration: 

Director  General  MaAdoo,  when  his  attention  was  called  to-day  to  the  fact 
that  several  States  have  begun  litigation  drawing  in  question  the  validity  of 
rates  initiated  by  him  under  the  Federal  control  act  so  far  as  they  apply  to 
intrastate  traffic,  said  he  regretted  that  the  issue  should  be  raised  and  a  contest 
precipitated  between  State  and  Federal  authority,  but  that  he  was  acting  under 
the  law  of  Congress  as  the  President's  representative  and  could  not  subject 
himself,  in  that  capacity,  to  the  jurisdiction  of  courts  or  commissions  beyond 
the  provisions  of  the  law.  Considering  the  purpose  for  which  that  statute 
was  enacted  and  the  extent  to  which  it  would  be  defeated  by  a  division  of 
authority,  as  well  as  the  terms  of  the  statute  itself,  there  can,  in  his  opinion, 
be  no  reasonable  doubt  that  intention  is  that  during  the  period  of  Federal  con- 
trol rates  may  be  initiated  to  apply  to  both  intrastate  and  interstate  business, 
and  that  complaints  of  such  rates  are  exclusively  within  the  jurisdiction  of  the 
Interstate  Commerce  Commission,  which  can  be  relied  upon  to  do  justice  to 
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all  interests.  Any  other  construction  of  the  statute  might  have  been  fatal  to 
the  prosecution  of  the  war,  and  would  now  result  in  creating  an  indefensible 
discrimination  between  interstate  transportation  charges  and  State  charges, 
and  serious  curtailment  of  the  revenue  which  the  railroad  administration  must 
have  in  order  to  perform  the  duties  placed  upon  it  by  Congress. 

He  pointed  to  the  fact  that  the  correctness  of  this  proposition  seems  to  be 
conceded  in  many  of  the  States  where  no  question  is  made  as  to  the  power 
vested  in  the  President  to  initiate  rates  applicable  to  intrastate  business  and 
as  to  those  rates  being  beyond  the  jurisdiction  of  the  State  authorities. 

He  expressed  the  hope  that  the  States  which  have  brought  suits  based  upon 
the  opposing  contention  may  for  the  present,  at  least,  hold  them  in  abeyance. 
If  such  suits  are  pressed,  he  said,  the  Government,  although  it  desires  to  give 
the  most  respectful  consideration  to  the  views  of  the  State  authorities,  has  no 
alternative  except  to  proceed  upon  the  theory  that  the  action  of  the  President's 
representative  in  establishing  rates  is  not  within  the  jurisdiction  of  either  State 
commissions  or  courts,  and  that  orders  prescribing  rates  instead  of  those  which 
have  been  initiated,  and  injunctions  forbidding  the  application  of  the  initiated 
rates  to  State  shipments  can  not  be  observed  as  to  railroads  under  Federal 
control. 

If  the  Government  is  compelled  to  engage  in  a  legal  contest,  no  other  posi- 
tion can  be  taken,  and  there  is  no  other  course  that  will  protect  the  general 
public  interest. 

Aside  from  the  provisions  of  the  statute  which  empower  the  President  to 
initiate  rates  without  distinction  as  to  interstate  and  intrastate  traffic,  he  said 
that  he  could  not  conceive  that  anv  State  would  be  placed  at  a  practical  dis- 
advantage, inasmuch  as  if  any  such  rates  are  deemed  unreasonable  or  uniust, 
the  State  itself,  or  the  commission  of  the  State,  or  any  citizen-  qt  the  State 
is  free  to  file  a  complaint  before  the  Interstate  Commerce  Commission  and  have 
it  determined  in  the  light  of  all  of  the  facts.  He  reiterated  that  his  concern 
is  not  because  of  any  mi  giving  as  to  the  power  of  the  President  under  the 
ral  control  act,  but  lie-cause  of  his  aversion  to  the  United  States  Govern- 
ment being  forced  into  a  contest  with  any  of  the  States  about  those  matters. 

In  that  connection,  I  wish  to  read  a  resolution  that  was  adopted 
by  the  last  annual  convention  of  our  Association.  It  read  as  foll< 

Resolved.  That  in  the  opinion  of  the  National  Association  of  Railway  and 
Utilities  Commiss'ioners,  met  in  annual  convention  during  the  week  of  the  close 
of  the  war,  it  is  desirable  that  suitable  action  should  forthwith  be  taken,  by  the 
President  or  Director  General  of  Railroads,  to  recognize  the  full  and  unim- 
paired authority  of  the  States  over  the 'intrastate  rates,  service,  and  facilitii 
the  carrier  properties  now  under  Federal  control ;  but  that  in  any  event  it  is 
the  duty  of  each  State  to  exercise  and  maintain  its  constitutional  and  statutory 
authority  as  to  such  rates,  >nd  facilities  .to  the  extent  which  it  may 

deem  the  public  interest  demands,  taking  into  account  as  factors  in  any  determin- 
ations reached,  the  present  status  of  the  railroads  under  Federal  control,  the 
responsibility  of  the  Federal  Treasury  fur  am  revenue  and  con- 

tractual return,  and  the  desirability  of  achieving  results  by  friendly  co-operation 
wherever  possible;  and  be  it  further 

Resolved.  That   in   the  opinion  of   this  association,  consideration   ought   to 
be  given  by  the    President  and  ('.  legislation  defining. the   future  status 

of  the   railroads;  and  the  Association    is  emphatically   ot    the  opinion   tin; 
plan    for    the    future   operation    of    the    railroads    should    fully    safeguard    the 
powers  of  local   tribunals,  responsible  to  the  people  ot    the   xe\era1   States,   with 
1    to  rates,  and   facilities  essentially   intrastate  in  char 

nator  TMMIHI M  ;     I  do  not  care  to  interrupt  you,  but  you  have 
read    here    several    resolutions    adopted   by    your    association.      How 
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many  of  the  States  were  represented  and  what  was  the  vote  on  those 
resolutions  ? 

Mr.  ELMQUIST:  Unanimous;  and  practically  all  the  Stales  were 
represented.  In  connection  with  our  recommendation  for  the  modi- 
fication of  the  Federal  control  act  we  also  wish  to  support  the  rec- 
ommendations made  by  Mr.  Thome  and  the  shippers  whom  he  rep- 
resents, asking  that  a  provision  be  also  inserted  in  the  act  requiring 
the  Director  General  to  pay  final  judgments  rendered  against  common 
carriers. 

Seanator  CUMMINS:    That  is  in  the  bill  now,  as  modified. 

Mr.  ELMQUIST:     Is  that  in  the  bill? 

Senator  CUMMINS:     Yes;  as   modified. 

Mr.   ELMQUIST:     Well,  it  ought  to  be  adopted. 

The  five-year  plan :  Another  question  that  should  properly  be 
disposed  of  by  the  present  Congress  is  the  McAdoo  five-year  plan. 
The  railroads  were  taken  over  for  war  purposes  only.  They  have 
performed  that  function  well.  Troops  have  been  free'y  and  expedi- 
tiously  moved,  and  necessary  supplies  and  munitions  have  been  fur- 
nished to  our  Armies  at  home  and  abroad.  The  real  purpose  for 
Government  control  having  been  accomplished,  good  faith  and  square 
dealing  demand  the  return  of  these  roads  to  their  owners  at  a  time 
when  it  will  not  embarrass  the  country  or  seriously  cripple  the  trans- 
portation machine,  and  under  such  legislative  safeguards  as  the  people 
may  approve.  We  believe  that  December  31,  1919,  would  afford 
ample  time  for  this  Purpose,  if  a  special  session  of  Congress  is  called 
to  consider  the  railroad  problem.  Congress  should  either  amend  the 
Federal  control  act  or  adopt  a  joint  resolution  fixing  that  date  for 
the  return  of  the  properties. 

It  may  be  interesting  to  observe  that  the  Committee  on  Post  Offices 
and  Post  Roads  yesterday  or  the  day  before  yesterday  amended  the 
Moon  bill,  which  provided  that  the  Postmaster  General's  control  should 
be  indefinite,  giving  him  the  right  to  fix  the  valuation  and  also  to 
make  contracts  for  compensation  for  the  purchase  of  those  plants, 
by  requiring  the  return  of  those  properties  on  December  31,  1919. 

We  oppose  the  five-year  plan  for  the  following  reasons  among 
others : 

First.  It  continues  the  present  guaranteed  compensation  of  prac- 
tically a  billion  dollars  per  annum  to  the  railroads  for  a  period  of 
five  years,  as  well  as  the  prospect  of  the  present  high  operating  cost. 
No  one  can  foresee  what  the  operating^  economic,  or  financial  situa- 
tions of  these  carriers  or  the  country  will  be  during  this  period. 

Second.  It  continues  in  time  of  peace  the  alleged  war  power  of  the 
President  to  set  aside  State  and  Federal  laws,  to  initiate  rates,  to 
fix  wages,  route  traffic,  and  consolidate  properties  and  terminals. 

Third.  It  continues  the  uncertain  and  chaotic  condition  of  rates 
and  practices  whereby  shippers  are  denied  the  right  to  be  heard 
before  the  rates  go  into  effect,  and  it  purports  to  suspend,  for  the 
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period  of  five  years,  laws  which  have  been  wisely  passed  in  the  States 
for  the  regulation  of  common  carriers.  During  this  time  shippers, 
claimants,  and  State  officers  may  be  required  to  bring  actions  against 
the  Federal  Government  instead  of  against  the  railroads. 

Fourth.  It  thrusts  prominently  into  the  public  forum  a  discussion 
of  Government  ownership  before  the  work  of  valuing  these  prop- 
erties has  been  completed  by  the  Government,  and  before  it  is  possible 
to  know  what  the  railroad  properties  are  worth.  Common  business 
sense  suggests  the  wisdom  of  ascertaining  the  sum  involved  in  the 
purchase  before  deciding  the  question. 

Questions  of  a  less  pressing  but  more  permanent  nature:  Rail- 
roads perform  both  national  and  local  functions,  and  no  satisfactory 
solution  of  the  transportation  problem  can  be  had  which  does  not 
properly  consider  both.  Our  country  is  yet  in  its  infancy,  and  there 
are  vast  opportunities  for  railroad  development.  The  territory  west 
of  the  Mississippi  River  has  scarcely  begun  to  respond  to  the  magic 
touch  of  enterprise.  Many  of  the  States  are  empires  in  size.  Texas 
is  900  miles  wide,  a  distance  as  great  as  from  Chicago  to  Washington, 
and  it  takes  two  days  to  travel  between  the  two  most  distant  points 
within  the  State.  Within  the  next  50  years  we  may  expect  tremendous 
development  of  our  western  domain  and  in  all  probability  another 
100,000  miles  of  railroad  will  be  built  west  of  the  Mississippi.  The 
people  of  Texas  and  all  other  States  should  have  something  to  say 
about  their  railroad  service.  Can  anyone  say  that  the  people  of 
Texas,  an  empire  in  itself,  should  be  denied  the  right  of  determining 
those  matters  which  best  promote  their  health,  morals,  security,  and 
welfare?  In  our  opinion,  any  kind  of  operation  of  the  railroads, 
whether  by  the  Government  or  by  private  owners,  must  give  consider- 
ation to  the  local  necessities  of  the  people  of  the  States  served  by  them. 

Service  questions :  The  most  confirmed  nationalist  does  not  claim 
that  the  Federal  Government  should  deprive  the  States  of  control 
over  essentially  local  matters,  such  as  taxation,  station  and  stockyard 
facilities,  spur  tracks  to  industries,  reasonable  sidetracks  and  indus- 
trial tracks,  protection  to  and  elimination  of  dangerous  crossings,  san- 
itary measures,  service  relating  to  the  segregation  of  the  races,  in- 
tion  of  tracks,  bridges  and  culvert*,  speed  through  municipalities, 
local  freight  and  passenger  service,  prevention  of  fires,  fencing  of 
right  of  way.  and  gates  at  farm  crossings,  the  installation  of  proper 
interlocking-  and  flag  signal  devices,  and  a  number  of  other  questions 
of  a  similar  kind.  No  uniform  or  national  rule  could  he  satisfactorily 
applied  to  these  service  questions,  on  account  of  different  operating. 
climatic,  and  geographical  conditions,  and  the  varying  den- 
population.  I'm  even  if  a  uniform  rule  could  be  applied  to  these 
conditions,  the  people  would  be  obliged  to  forego  necessary  improve- 
ments in  service  and  facilities  until  the  Federal  Government  has  acted. 
The  rules  for  the  elimination  of  grade  crossings  in  the  different  States 
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present   a    striking   example   of    the   difficulty   of    nationalizing   these 
local  problems. 

According  to  the  practice  prevailing  in  the  several  States  questions 
involving  many  of  the  foregoing  matters  are  generally  disposed  of  in 
an  informal  way,  with  the  result  that  complaints  are  speedily  and 
satisfactorily  adjusted,  at  slight  expense,  and  with  convenience  to  the 
public.  Whenever  necessary,  the  commissioners  visit  the  interested 
locality  and  get  first-hand  information.  It  is  our  belief  that  local  tri- 
bunals of  a  semi-judical  character  for  the  consideration  of  local 
questions  will  be  necessary  to  a  successful  and  democratic  administra- 
tion of  the  railroad  properties,  whether  under  Federal  or  private  con- 
trol, and  that  the  State  commissions  are  well  prepared  to  this  work. 

It  is  claimed  that  a  similar  result  might  be  obtained  by  the  appoint- 
ment of  regional  Federal  commissions ;  but  tribunals  directly  rer 
sponsible  to  the  local  communities  would  be  very  much  more  satis- 
factory in  the  long  run.  They  will  offset  bureaucratic  tendencies 
and  preserve  an  element  of  local  self-government  which  the  size  of  the 
country  and  the  complexity  of  its  conditions  make  essential.  Even 
Federal  control  does  not  remove  the  need  upon  general  grounds  of 
retaining  an  independent  system  of  local  public  supervision. 

The  danger  of  public  operation  of  utilities,  especially  vast  systems 
like  the  railroads,  is  that  it  may  be  subject  to  political  or  financial 
manipulation  involving  waste  or  graft,  and  this  danger  is  more  likely 
to  exist  in  times  of  peace  than  of  war,  and  the  only  known  pre- 
ventive would  be  eternal  vigilance.  The  value  of  the  separate  State 
organizations  in  this  aspect  of  the  matter  is  obvious.  It  surely  is 
unwise  to  leave  solely  to  the  discretion  of  an  organization  centralized 
at  and  responsible  to  Washington  the  operation  of  local  passenger 
trains,  the  establishment,  maintenance,  and  sanitation  of  station  fac- 
ilities, the  investigation  of  accidents,  the  protection  of  railroad  cross- 
ings, the  construction  of  spur  tracks,  and  other  matters  affecting  local 
service,  safety  and  equipment.  We  know  of  no  way  by  which  ade- 
quate consideration  can  be  given  to  local  conditions,  and  the  rights  of 
the  people  protected  at  moderate  expense  of  money  and  time,  unless 
the  State  local  tribunals,  like  the  State  commissions,  are  permitted  to 
retain  the  same  direct  authority  over  such  matters  as  they  have  ex- 
ercised for  many  years  past. 

The  idea  held  in  some  quarters  that  this  problem  can  be  met  by  the 
establishment  of  a  central  bureau  at  Washington,  is  manifestly  ill- 
conceived.  The  complaints  can  not  be  handled  satisfactorily  by  long- 
range  correspondence.  One  of  the  most  valuable  features  of  the 
State  commission  work  has  been  the  informal  adjustment  of  innum- 
erable disputes  by  personal  investigation  and  direct  dealings  with 
parties.  The  same  may  be  said  of  accounts,  expenditures,  and  methods 
of  administration.  Publicity  is  a  cure  for  many  evils.  If  State 
commissions,  independently  appointed  or  elected,  retain  their  general 
powers  of  supervision  over  accounts  and  operation,  it  will  be  a  safe- 
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guard  against  the  abuse  of  public  management,  which  so  many  fear 
and  a  direct  incentive  to  the  conduct  of  affairs  which  will  in  other 
respects  endure  the  light  of  day. 

Rates :  The  most  fruitful  source  of  agitation  and  litigation  has 
been  over  the  control  of  the  rates  by  the  States.  In  one  form  or 
another  the  railroads  have  insistently  urged  that  this  power  should 
be  vested  exclusively  in  the  Federal  Government.  Thus  far  they  have 
unsuccessful  except  in  cases  where  intrastate  rates  created  an 
unjust  discrimina.icn  as  against  interstate  rates.  As  the  law  now 
stands,  State  commissions  have  exclusive  control  over  intrastate  rates, 
subject  to  the  rule  that  rates  must  not  be  confiscatory,  must  not 
burden  interstate  commerce,  or  create  an  unjust  discrimination  be- 
tween State  and  interstate  commerce. 

Rates  are  intimately  connected  with  the  welfare  and  prosperity  of 
industries  and  communities.  Many  local  rates  have  no  relation  to 
through  or  interstate  rates.  This  existence  of  discrimination  between 
places  or  persons  wholly  within  a  State  may  have  disastrous  results, 
and  it  is  important  that  local  commissions  should  be  in  a  position  to 
promptly  and  effectively  regulate  these  matters. 

One  of  the  chief  public  benefits  arises  from  the  fact  that  these 
commissions,  with  their  expert  forces,  have  a  thorough  knowledge 
of  local  conditions  and  are  in  a  position  to  dispose  of  90  per  cent  of 
?11  complaints  in  an  informal  way.  The  greatest  activity  over  rates 
has  been  found  in  the  Central  and  Western  States,  which  embrace 
a  large  territory  and  have  a  large  and  increasing  volume  of  intrastate 
traffic.  The  development  of  the  natural  resources  and  the  expansion 
of  business  in  those  States  will  undoubtedly  require  the  continued 
exercise  by  local  commissions  of  the  power  over  intrastate  rates. 

One  of  the  minor  themes  of  the  railroad  representatives  who  united 
last  year  in  an  appeal  to  the  Newlands  committee  for  the  practical 
elimination  of  state  regulation,  was  the  confusion  caused  by  the  con- 
flict between  interstate  and  intrastate  rates ;  and  the  problem  presented 
by  the  so-called  Shreveport  cases  has  been  recognized  and  considered 
by  this  Association.  Gearly  more  uniformity,  greater  concentration, 
and  better  cooperation  in  the  treatment  of  these  rate  questions  are 
desirable  than  have  prevailed  in  the  past.  On  the  other  hand,  we 
think  it  equally  clear  that  the  knowledge  and  experience  gained  by 
State  commissions  in  long  years  of  dealing  with  these  questions  are 
valuable  assets  which  ought  not  to  be  lost  to  the  country  under  either 
private  or  Federal  operation.  Loss  of  time  and  unnecessary  conflict 
of  treatment  can  be  avoided  in  important  cases  by  friendly  coopera- 
tion between  the  State  and  Federal  regulatory  bodies  by  the  making 
of  a  joint  record  and  by  conference  prior  to  the  final  derision  ;  in  other 
words,  by  following  the  practice  already  successfully  introduced  by 
the  In'erstate  Commerce  Commission  in  New  England.  In  its  1916 
annual  report  the  Interstate  Commerce  Commission  made  this  recom- 
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mendation.  I  trust  the  committee  will  give  close  consideration  to 
this  point,  because  it  deals  with  the  most  complicated  part  of  the 
subject  that  we  have  before  us  now. 

We  believe  that  without  abdicating  any  of  the  essential  authority  to  finally 
control  questions  affecting  interstate  and  foreign  commerce,  we  should  be  au- 
thorized to  cooperate  with  the  State  commissions  in  efforts  to  reconcile  upon  a 
single  record  the  conflict  between  State  and  interstate  rates. 

In  its  1917  report  (pp.  58-59)?  the  commission  restated  the  above 
recommendation  and  said : 

With  the  view  of  promoting  this  kind  of  co-operative  action  hearings  have 
been  held  in  half  a  dozen  different  States,  which  were  in  fact,  although  not 
in  law,  joint  hearings  of  the  Interstate  and  the  respective  State  commissions. 
In  one  instance  these  hearings  extended  through  many  weeks,  and  while  the 
controversies  in  question  have  not  yet  been  disposed  of,  we  believe  that  what 
has  already  been  accomplished  has  been  distinctly  in  the  interest  of  all  the 
affected  parties,  and  that  a  proper  basis  has  been  laid  for  final  disposition  of 
questions  which  have  vexed  the  citizens  and  authorities  of  the  respective  States 
as  well  as  the  carriers  operating  under  these  conditions,  so  that  it  will  be 
possible  for  us  to  carry  these  proceedings  to  a  final  conclusion  with  sub- 
stantial harmony  of  action  on  the  part  of  the  respective  authorities.  Very 
recently  similar  joint  hearings  have  been  provided  for  in  connection  with 
proceedings  in  which  two  different  State  commissions  are  directly  interested. 

In  its  1918  report   (p.  3)   the  commission  again  recommended: 

The  establisment  of  a  relationship  between  Federal  and  State  authorities 
which  will  eliminate  the  twilight  zone  of  jurisdiction,  and  under  which  a 
harmonious  rate  structure  and  adequate  service  can  be  secured.  State  and 
interstate. 

In  an  address  given  before  the  National  Association  of  Railway 
Commissioners  in  1916  by  Chairman  B.  E.  Meyer,  he  stated: 

Thig  leads  me,  Mr.  President,  to  suggest  what  I  firmly  believe  to  be  a 
promising  step  in  the  direction  of  progress  in  railway  regulation,  namely,  in 
Shreveport  cases  to  provide  by  law  for  the  cooperation  of  the  State  commis- 
sion, and  the  Interstate  Commerce  Commission  and  thus  give  our  joint  and  co- 
operative efforts  a  definite  legal  status.  Under  a  plan  such  as  I  have  in  mind, 
when  a  case  involving  the  Shreveport  principle  arises,  the  resulting  investigation 
would  be  conducted  jointly  by  the  State  Commissions  and  the  Interstate  Com- 
merce Commission.  Every  State  commission  directly  involved  would  be  given  an 
opportunity,  in  accordance  with  law,  to  participate  in  the  deliberations  and  to 
assist  in  formulating  the  final  conclusions  upon  a  record  jointly  made.  The  one 
rate  within  the  zone  of  reasonableness  established  through  the  joint  efforts  of  the 
respective  commissions,  would  then  apply  to  all  business,  State  and  interstate, 
and  thereafter  there  could  be  no  Shreveport  case  in  that  territory  and  with 
respect  to  that  commodity. 

Commissioner  Meyer  discussed  the  same  question  before  our  national 
convention  in  October,  1917  (pp.  363  -  363  of  our  annual  reports), 
and  said : 

The  first  point  I  should  mention,  perhaps,  is  the  recommendation  contained 
in  the  last  annual  report  of  the  Interstate  Commerce  Commission  to  Congress, 
in  which  legislative  action  along  the  lines  of  this  part  of  my  remarks,  which 
have  been  approved  by  my  colleagues,  was  recommended.  You  all  know  that 
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no  legislative  action  was  taken.     But  I  believe  in  the  practicability  of  the  plan 
as  much  to-day  as  I  did  a  year  ago. 

It  is  quite  within  the  range  of  possibility  to  work  out  a  practical  plan,  if 
not  general  in  its  character,  then  with  reference  to  particular  cases,  which 
may  lead  to  the  result  that  you  and  we  desire.  Joint  sessions,  not  legally  joint 
sessions,  but  in  reality  joint  sessions  of  the  Interstate  Commerce  Commission 
and  State  commissions  have  been  held  in  five  different  ca^es  in  which  five 
different  State  commissions  participated  either  by  sitting  with  the  representa- 
tives of  this  Commission  or  the  representatives  of  the  Interstate  Commerce  Com- 
mission sitting  with  the  State  Commissions.  Within  the  past  two  weeks  we 
have  sent  an  invitation  to  a  State  commission  to  sit  with  the  attorney-examiner 
in  a  pending  particular  case  and  to  ask  questions  and  participate  in  general 
in  the  proceedings.  In  one  of  these  cases  which  I  have  followed  somewhat 
from  the  beginning  these  joint  sessions  extended  through  a  period  of  about 
three  months.  Now,  in  due  course  the  tentative  report  will  be  prepared  by 
the  examiner,  and  this  report,  as  you  all  know,  under  the  present  practice  will 
be  argued  here  before  the  commission.  Just  what  to  do  after  the  argument 
under  the  scheme  here  suggested,  I  do  not  know.  It  se^ms  to  me  it  will 
depend  very  largely  upon  the  impression  which  the  issues  there  presented  may 
make  upon  my  colleagues  upon  the  one  hand,  and  upon  the  interested  State 
commissions  upon  the  other,  as  well  as  upon  the  other  parties  interested.  It 
may  be  that  after  the  argument  the  situation  will  have  been  cleased  up  to 
such  an  extent  that  only  a  few,  if  any,  sticking  points  will  remain,  and  speak- 
ing only  in  the  most  tentative  way  and  only  for  myself.  I  have  thought,  in 
reflecting  upon  the  case  referred  to,  realizing  the  many  issues  involved,  that 
if  we  could  reduce  the  numl>er  of  real  issues  over  which  there  is  a  substantial 
difference  of  opinion,  so  that  we  can  sit  down,  perhaps  informally  with  the 
State  commissions,  and  representatives  of  the  carriers  and  other  parties,  it 
may  be  possible  to  come  to  a  complete  agreement.  In  that  particular  case. 
however,  the  State  commission  or  commissions  —  I  believe  there  were  two, 
part  of  the  time  —  acted  in  the  same  capacity  that  the  representative  of  the 
Interstate  Commerce  Commission  did,  namely,  in  the  quasi-judicial  capacity 
in  which  we  generally  act. 

This  question  was  discussed  by  our  National  Association  and  a  reso- 
lution favoring  a  plan  of  cooperation  was  adopted.  at  our  1917  session. 
and  read>  a>  follows.  I  am  now  reading  a  resolution  that  was  adopted 
by  our  Association  after  full  discussion: 

It   api>earing  desirable  in   the  public   interest   that   legal   authorization   should 

exist    for   effecting   cooperation    between    the    Interstate    Commerce    Commission 

and    the   commissions   of   the   several    States   having  jurisdiction   over    intrastate 

in    cases    where    discrimination    hetween     interstate    UP<!     intrastate    rates 

might  otherwise  exi-t  ;  and 

\VnEftF\s  such  co-operation  can  now  be  secured  only  t«>  a  limited  extent,  and 
then  i-nly  1-y  voluntary  action,  for  which  no  provisions  e\i>t  in  the  statutes;  and 


tin-   Interstate  Commerce  Commission,  in  its  annual   report   for  the 
year    K'1'i    atn-.ny    its    recommendations   to   Congress    recommended    as    full. 

without  any    l-Yderal    authority   to   finally    control   questions 

•mis'  interstate  and  foreign  commerce,  the  commission  he  authorized  to  co- 
operate with  said  commissions  in  etYorts  to  reconcile  upon  a  single  record  the 
conflicts  lu-t  ween  State  and  Interstate  rates;  and 

\Yi  is  believed  that   legislation  :il«>nK   these  lines  will  go  far  to  meet 

the    requirement-    of    any    such    rate    situations:      Be    it 

Resolved.     That    the   Committee   on    Stat  deral    Legislation    he.   and    it 

is    hereby,    directed    to  -id    cooperate    with    memhers    ,,t     the     Interstate 
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Commerce  Commission  in  bringing  said  matter  before  the  Federal  Congress 
with  the  view  of  securing  the  necessary  statutory  authority  for  effective  co- 
operation between  the  Interstate  Commerce  Commission  and  regulatory  com- 
missions of  the  several  States.  Be  it  further 

Resolved,  That  it  shall  be  the  duty  of  said  committee  to  inform  the  members 
of  this  association  from  time  to  time  of  any  such  legislation  proposed  for 
enactment  by  the  Federal  Congress,  and  that  such  notification  shall  be  full 
and  timely,  and  that  all  members  of  the  .Association  shall  have  full  opportunity 
to  appear  and  be  heard  on  all  such  proposed  legislation,  and  to  take  such 
action  in  regard  thereto  as  they  may  'deem  best  for  the  public  interest. 

A  similar  resolution  was  adopted  by  our  National  Association  at  its 
1918  Convention  held  in  Washington,  November  12-14,  inclusive. 

The  decision  in  the  Shreveport-Illinois  passenger  and  South  Dakota 
express  rate  cases  clearly  point  the  way  which  commissions  must 
follow.  Unjust  discriminations  between  State  and  interstate  commerce 
should  not  and  can  not  exist.  The  settlement  of  these  troublesome 
questions,  however,  involves  a  consideration  of  the  traffic  and  business 
conditions,  and  frequently  a  fine  adjustment  of  intrastate  rates  to 
interstate  rates.  Cooperation  between  the  State  and  Federal  authorities 
will  quickly  lead  to  a  harmonious  adjustment,  where  adjustment  is 
necessary  and  can  be  made,  of  State  and  interstate  rates.  In  such  cases 
the  State  commissions  must  be  permitted  to  regulate  purely  intrastate 
rates,  and  the  Interstate  Commerce  Commission  must  regulate  the 
interstate  rates ;  each  must  exercise  exclusive  jurisdiction.  If  the 
adjustment  of  rates  made  after  a  hearing  results  in  an  unjust  discrimi- 
nation between  State  and  interstate  commerce,  the  remedy  is  for  a 
complaint  to  be  filed  with  the  Interstate  Commerce  Commission,  pray- 
ing for  the  elimination  of  the  unjust  discrimination.  If,  upon  the  other 
hand,  the  carrier  believes  that  the  intrastate  rule  is  confiscatory,  it 
will  be  able  to  protect  itself  in  the  courts.  The  public  will  be  greatly 
benefitted  by  this  form  of  cooperation.  Carriers  have  nothing  to  fear 
because  they  are  amply  able  to  protct  their  property  rights. 

The  general  discussion  here  embodies  the  best  judgment  of  the 
Interstate  Commerce  Commission,  and  of  the  State  commissions  of  the 
country,  and  we  feel  that  in  the  consideration  of  the  future  railroad 
policy,  it  is  wiser  for  Congress  to  build  upon  the  experience  of  the 
past,  rather  than  to  venture  upon  new  and  untried  fields. 

During  the  period  of  Government  control  freight  and  passenger 
rates  have  reached  the  highest  level  in  the  history  of  American  railroads. 
The  problem  of  the  future  is  to  secure  reductions  rather  than  increases 
of  rates.  Some  apprehension  is  felt  as  to  the  status  of  the  rate  struc- 
ture when  the  railroads  are  returned  to  private  operation.  That 
question  need  not  give  us  much  concern.  Commissioner  Edgar  E. 
Clark  has  advised  this  committee  that  the  Interstate  Commerce  Commis- 
sion considers  rates  which  have  been  initiated  by  the  Director  General 
to  be  legal  rates,  until  otherwise  changed. 

Whatever  disturbances,  if  any,  ensue  as  to  intrastate  rates,  must 
be  directly  attributable  to  the  Director  General's  lack  of  foresight. 
He  exercised  the  power  of  initiating  State  as  well  as  Interstate  rates  by 
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filing  them  with  the  Interstate  Commerce  Commission  and  sending 
copies  of  the  tariffs  to  the  State  commissions  for  their  information 
only.  He  was  urged  by  our  Association  to  file  these  rates  with  the  State 
commissions  subject  to  their  approval.  If  this  course  had  been  followed. 
it  can  safely  be  said  that  nearly  if  not  all  of  the  State  commissions  would 
have  approved  the  rate  schedules,  subject  to  such  necessary  modifications 
as  had  to  be  made  for  the  protection  of  local  interests.  The  revenues 
of  the  carriers  would  not  have  been  interfered  with  to  any  substantial 
degree.  Rates  thus  approved  would  have  remained  the  legal  rates 
until  the  commissions  otherwise  determined,  and  hence  upon  the  return 
to  private  operation  there  would  have  been  no  confusion  or  uncertainty 
a-  to  the  legal  status  of  intrastates  rates  subject  to  their  jurisdiction. 

The  Director  General  can  even  yet  file  tariffs  with  the  State  commis- 
sions for  their  approval,  and  if  this  is  done  we  are  satisfied  that  in  the 
great  majority  of  cases  the  applications  will  be  promptly  disposed  of 
and  thus  make  certain  any  uncertain  legal  rate  status. 

Although  this  very  reasonable  suggestion  mav  not  be  adopted  by  the 
Director  General,  yet  there  need  be  no  apprehension  as  to  the  action 
which  may  he  taken  by  State  commissions  when  these  carriers  are  re- 
turned to  private  control.  The  railroads  acting  individually  or  through 
joint  traffic  committees,  can  file  applications  with  the  several  State  com- 
missions asking  that  the  then  existing  schedule  of  rates  may  be  permitted 
to  remain  in  effect  until  changed  voluntarily  or  after  a  hearing. 
Commissions  will  necessarily  be  forced  to  consider  the  operating  condi- 
tions existing  at  the  time  the  application  is  filed,  in  which  attention  must 
be  given  to  the  increased  cost  of  wages,  fuel,  supplies,  and  material. 
State  officers  are  not  willing  to  concede  a  higher  measure  of  intelli- 
gence, judgment  or  patriotism  to  Federal  officials  than  they  themselves 
possess,  and  they  feel  competent  to  meet  the  transportation  problems 
of  the  future  in  a  fair,  honest,  courageous,  and  satisfactory  manner. 
As  illustrative  of  the  manner  in  which  State  commissions  have  handled 
these  rate  questions  during  the  war,  I  wish  to  call  attention  to  the 
express  rate  increase  which  became  effective  July  1,  1918.  This  in- 
crease was  allowed  by  the  Interstate  Commerce  Commission  and  was 
applicable  to  interstate  commerce  alone;  but  all  save  five  of  the 
States,  acting  upon  the  request  of  Judge  C.  A.  I'muty.  Director  of 
Public  Service  and  Accounting,  permitted  the  increased  rate  to  apply 
to  intrastate  traffic. 

Legislative  »T  and  commoditv   n  -nit 'a  more  difficult 

situation.      Generally    spenking.    commissions    do    not    have   the    p< 
of   review   over   legislative  rates.     Upon    the  ->n    of   the   rail- 

roads to  private  control  the  statutory  rates  will  become  the  legal 
rates,  unless  set  aside  or  enjoined  in  the  proper  proceeding.  Unless 
laws  are  j.a-^rd  in  the*  several  Slates  transferring  all  rate-making 
power  over  freight  and  passenger  rates  to  the  commissions,  then  car- 
riers may  1><  to  litigate  the  reasonableness  of  the  legislative 
schedules.  Thia  practice  has  not  -enough-  eml>.;--  'hem  in  the 
and  we  believe  that  they  are  quite  capable  of  taking  care  of  their 
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own  interests  in  the  future.  Since  rates  can  not  be  confiscatory  and 
must  not  create  unjust  discriminations  between  State  and  interstate 
commerce,  it  would  seem  that  the  carriers  have  nothing  to  fear  from 
a  return  to  private  operation. 

In  connection  with  that,  I  desire  to  refer  briefly  to  one  or  two  cases 
that  are  now  before  the  Railroad  Administration.  Mr.  Rich  yester- 
day made  some  reference  to  commutation  rates,  and  he  said  that  that 
was  a  question  that  should  be  referred  wholly  to  the  State  commis- 
sions. Perhaps  no  better  expression  of  the  view  of  State  commis- 
sions upon  that  question  can  be  made  than  that  which  is  taken  from 
a  letter  written  to  Judge  Prouty,  Director  of  Public  Service  and  Ac- 
counting, by  the  chairman  of  the  Massachusetts  Commission.  I  read 
from  that  letter,  as  follows : 

Senator  POMEREXE:    The  date  of  it,  please? 

Mr.  ELMQUIST:  This  letter  is  written  to  me,  dated  January  20,  1919, 
and  it  quotes  a  part  of  a  letter  which  was  sent  to  Judge  Prouty.  I 
will  file  it,  after  reading  the  following  extract  from  it 

Judge  Prouty  recently  wrote  the  commission  in  regard  to  the  proposed 
radical  change  in  the  commutation  ticket  situation  within  the  so-called  "Boston 
suburban  district."  On  Saturday  last  the  chairman  of  the  commission  wrote 
him  a  long  letter  in  regard  to  this  proposed  change,  the  last  two  paragrpahs 
of  which  may  be  of  interest  to  you.  They  were  as  follows : . 

"Aside  from  the  merits  of  the  question,  however,  this  commission  is  very 
strongly  and  emphatically  of  the  opinion  that  a  change  of  this  kind  ought 
not  to  be  made  by  edict  from  Washington.  It  is  distinctly  a  local  question, 
relating  to  traffic  wholly  within  the  State.  If  the  United  States  railroad 
administration  believes  that  it  can  justify  the  change  suggested,  it  ought  to 
proceed  in  the  manner  prescribed  by  our  statutes,  file  a  new  tariff  providing 
for  the  new  rates,  and  lay  its  cards  on  the  table  at  public  hearings  before 
this  commission.  This  would,  of  course,  throw  responsibility  upon  us  which 
we  should  be  glad  in  many  ways  to  avoid.  But  we  are  here  to  assume  such 
responsibility,  and  we  feel  very  confident  that  any  other  course  would  be  un- 
fortunate in  its  effect,  and  prejudice  the  railroad  administration  seriously. 
In  war  time  people  were  willing  to  submit  gracefully  to  practically  any  change 
which  the  authorities  at  Washington  felt  would  "help  win  the  war."  The  war 
is  over  now  and  arbitrary  or  dictatorial  action  by  the  central  Government 
will  now  be  greatly  resented.  Such  action  as  you  suggest  would,  unless  pre- 
ceded by  full  public  consideration  and  a  demonstration  of  the  reasons,  be 
hailed  with  .delight  by  the  enemies  of  'Federal  control'  of  the  railroad  systems. 

"This  view  is  expressed  without  regard  to  the  questions  of  law  and  jurisdic- 
tion, although  it  is  our  belief  that  the  authority  of  the  State  over  rates  of 
this  character  still  exists,  unless  it  can  be  shown  that  the  change  proposed  is 
necessitated  by  conditions  relating  to  the  conduct  of  the  war." 

Mr.  ELMQUIST:  Day  before  yesterday,  my  attention  was  called  to 
question  involving  suburban  rates  in  Chicago.  It  appears  that  the 
Elgin,  Aurora  &  Chicago  Railroad — is  that  the  name  of  it,  Mr.  Funk? 
is  an  electric  line,  not  under  Federal  control.  It  is  one  of  the  elevated 
systems  in  Chicago,  and  does  a  considerable  suburban  traffic,  and  is 
in  competition  with  the  Northwestern  Railway  and  partly  with  the  Bur- 
lington for  that  traffic.  The  railroad  is  in  financial  difficulties.  It 
went  to  the  Illinois  commission  asking  for  leave  to  increase  its 
suburban  rates.  Permission  was  granted.  After  that  permit,  and  they 
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were  at  liberty  to  charge  those  rates,  the  railroad  discovered  that  it 
was  still  in  competition  with  the  steam  railroads  under  Federal  control. 
They  came  to  Washington  and  conferred  with  officers  of  the  Railroad 
Administration. 

Senator  POMERENE:     \Yho  came  to  Washington? 

Mr.  ELMQUIST:  Officers  of  the  electric  line.and  pointed  out  that 
unless  the  suburban  rates  on  the  steam  railroads  were  increased  to  cor- 
respond with  those  that  had  been  permitted  on  the  electric  line,  they 
could  not  get  the  benefit  of  the  increased  rate.  The  Railroad  Admin- 
istration made  an  order  increasing  the  suburban  rates  on  the  steam 
railroads  operating  out  of  Chicago,  that  order  to  become  effective  on 
the  1st  day  of  February.  The  railroads  affected  are  the  Burlington, 
the  Northwestern,  and  the  Illinois  Central — three  of  the  strongest  earn- 
ing railroads  in  the  United  States — and,  therefore,  it  appears  that  with- 
out a  hearing,  without  consideration  pf  the  effect  which  that  would 
have  upon  local  interests,  or  the  people  who  have  built  their  homes 
upon  the  basis  of  commutation  rates,  the  Railroad  Administration  has 
increased  the  rates  of  the  steam  railroads  to  help  out  an  electric  line 
that  is  not  under  its  control. 

Senator  POMERENE:     Wrhat  was  the  increase? 

Mr.  ELMQUIST:  I  canot  tell  you.  I  am  simply  discussing  the 
principle. 

Mr.  FUNK  (of  the  Illinois  Railroad  Commission)  :  It  involved  an 
increase  of  50  per  cent  upon  the  rates  that  were  raised. 

Mr.  ELMQUIST:  That  simply  illustrates  the  necessity  of  leaving 
local  questions  to  local  commissions,  so  that  these  matters  can  be 
thoroughly  investigated,  so  that  the  public  may  have  a  chance  to  be 
heard  and  the  questions  can  be  determined  upon  their  merits. 


Consolidations:  We  favor  the  prompt  merger  without  friction  of 
all  the  carriers'  lines,  facilities,  and  organizations  into  a  continental 
and  unified  system  in  times  of  stress  or  emergency.  Congress  should 
define  the  conditions  which  call  for  the  exercise  of  this  power  and 
should  provide  for  the  return  of  the  properties  when  such  conditions 
cease. 

We  favor  the  merger  within  proper  limits  of  the  carriers'  lines,  and 
facilities  in  such  part  and  to  such  extent  as  may  be  necessary  in  the 
public  interest  to  meet  the  reasonable  demands  of  our  domestic  and 
foreign  commerce.  As  to  interstate  lines  or  systems,  such  action 
should  not  be  taken  without  the  approval  of  the  Interstate  Commerce 
Commission,  with  ample  provision  for  the  proper  State  authorities 
to  present  their  reason-  for  Of  against  consolidation. 

We  believe  the  consolidation  of  terminal  facilities  should  be  made 
and  required  whenever  the  public  interest  will  be  promoted  thereby, 
but  we  believe  that  this  question  ran  more  properly  be  passed  upon  by 
State  authorities.  They  are  easily  accessible,  possess  a  knowledge  of 
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the  local  situation  which  it  is  difficult  for  Federal  authorities  to  obtain, 
and  they  are  more  directly  responsive  to  the  public  needs. 

Construction:  We  favor  the  limitation  of  railroad  construction  to 
the  necessities  and  convenience  of  the  public  and  believe  that  no  new 
construction  should  be  permitted  in  the  absence  of  a  certificate  of  public 
convenience  and  necessity  from  the  proper  local  authorities.  If  the  con- 
struction is  to  be  made  by  an  interstate  line,  or  will  substantially  affect 
interstate  commerce,  there  can  be  no  objection  to  having  the  Federal 
authorities  approve  the  same,  but  its  action  should  be  in  addition  to, 
and  not  exclusive  of,  the  action  of  the  local  authorities.  The  location 
of  spur  and  industrial  tracks  should  be  exclusively  under  the  control  of 
local  authorities.  In  cases  of  new  construction,  it  is  the  public  interest 
that  is  to  be  served  and  practical  cooperation  between  the  State  and 
Federal  authorities  in  these  matters  will  properly  safeguard  the  public 
interest  and  will  not  hinder  or  delay  wise  or  necessary  railroad  develop- 
ment. 

Securities :  We  favor  the  control  of  the  securities  of  interstate  lines 
by  the  Federal  Government  under  such  laws,  rules,  and  regulations  as 
will  require  copies  of  the  applications  to  be  filed  with  the  proper  local 
authorities  in  the  States  through  which  the  railroad  operates,  thus 
enabling  the  local  authorities  to  submit  to  the  Federal  authorities  any 
evidence  which  they  may  have  for  or  against  the  issue  and  any  re- 
commendations they  desire  to  make  with  reference  to  the  expenditure 
of  the  money  to  be  secured  therefrom. 

Regional  commissions :  We  favor  any  proper  plan  which  may  be 
devised  for  bringing  the  regulation  of  interstate  carriers  closer  to  the 
people.  If  Congress  considers  it  advisable  to  do  so.  then  we  believe  that 
it  could  be  best  done  by  increasing  the  membership  of  the  Interstate 
Commerce  Commission  and  by  requiring  one  or  more  members  of  said 
body  to  hear  and  try  interstate  rate  cases  in  the  affected  localities.  In  the 
absence  of  such  a  plan  it  might  be  desirable,  to  make  of  each  State 
commission  a  regional  commission  to  act  for  the  Federal  Commission 
in  all  proper  matters. 

Waterways :  We  favor  the  development  and  encouragement  of  in- 
land waterways,  and  coordination  of  rail  and  water  transportation 
systems.  This  plan  can  not  be  successfully  developed  without  giving 
to  the  regulating  tribunals  the  right  to  fix  minimum  as  well  as  maxi- 
mum rates. 

Routing:  We  favor  ithe  risrht  of  the  shipper  to  route  his  traffic, 
except  in  cases  of  emergency.  This  privilege  is  beneficial  to  the  shipper 
and  results  in  helpful  competitive  service  by  the  carriers. 

Wages :  We  believe  that  employees  in  the  railroad  service  should  be 
adequately  compensated.  We  doubt  the  advisability,  however,  of  con- 
ferring upon  the  Interstate  Commerce  Commission  the  power  to  fix 
wages.  So  many  wage  questions  would  be  presented  to  the  commission 
for  settlement  that  it  would  seriously  interfere  with  its  ability  to 
efficiently  hear,  try,  and  determine  rate  questions,  and  to  discharge  the 
important  administrative  functions  required  by  law. 
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Secretary  of  transportation :  We  do  not  favor  the  appointment  of 
a  secretary  of  transportation  who  shall  be  a  member  of  the  Cabinet.  This 
would  make  railroads  the  football  of  politics  and  the  administration 
would  he  held  responsible  for  rate  and  wage  increases  and  decreases, 
the  quality  of  the  service,  and  anything  else  that  might  affect  the  public 
or  the  railroad  interests. 

Federal  incorporation  :  \\  e  are  opposed  to  Federal  incorporation  of 
railroads  because  of  its  legal  complications  and  because  it  will  force  the 
sovereign  States  of  the  Union  to  go  to  Congress  for  the  preservation 
of  the  right  of  taxation  and  the  exercise  of  those  police  powers  which 
are  so  necessary  to  the  welfare  and  convenience  of  the  public. 

Competition:  Many  transportation  reforms  have  been  suggested 
to  Congress,  and  apparently  all  of  them  contemplate  an  extensive  con- 
solidation of  railroad  systems  and  terminals,  thus  placing  a  large  power 
in  the  hands  of  a  few  men.  The  tendency  toward  consolidation  repre- 
sents a  complete  change  in  public  thought.  Heretofore  the  public  has 
in-isted  upon  preserving  separate  transportations  entities  and  the  com- 
petitive system.  Consolidations  will  be  immicial  to  the  public  interest 
unless  the  Federal  and  State  control  over  these  instrumentalities  is  made 
commensurate  with  the  danger  involved.  If  our  public  policy  is  to  be 
reversed,  we  must  see  to  it  that  the  authority  of  public  officers  over 
rates,  service,  capitalization,  and  expenditures  of  these  properties  is 
enlarged. 

•iator    POMKRENE:     Now,   Mr.   Flmquist  under  the  arrangement, 
will  be  excused  for  the  time  being  and  Mr.  Finn  will  be  called. 

Mr.  FI.MOUIST:     I  am  in  \Vashington  and  subject  to  call  at  any  time. 

Senator  PoNfERENE:    Very  well. 


Mr.  FUNK:     I  move  you,  Mr.  Chairman,  that  the  report  be  received 

and  printed.     It  is  simply  a  record  and  there  is  nothing  for  discussion 

re  the  Association:  and    I   will  add  to  -the  motion  that  the  Special 

War  Committee  be  discharged,  as  there  seems  to  be  no  further  work 

for  it  to  do. 

(The  nation  was  seconded,  and  being  put  to  a  viva  vote,  unani- 
m  on  sly  prevailed.) 

REPORT  OF  COMMITTEE  ON  STATE  AND   FEDERAL 

LEGISLATION 


President   KLMQUIST:     Mr.  Jark^m.  are  von  ready  to  report  for  the 
Committee  on  State  and    Federal   I.r-ixlar 

Mr    CAW,   P     '  '  hairmnn.   T  have  a  report  of 

Committee  •-•    and     Federal    Legislation    prepared    by    Mr. 

\Vilson.  wh«.  igned     I  do  not  know  whether  you  wish  this  report 

not  appear  to  have  been  COJ 
Secretary  \V.\i.Kik:     Yc*.  there  are  copies  of  it. 
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Mr.  JACKSON:  The  report  goes  on  ,to  state  at  length  what  the  ac- 
tivities of  this  committee  were  in  Washington,  and  it  is  historical.  It 
states  what  probably  most  of  us  know,  as  to  the  work  that  has  been 
done  by  the  different  commissions  and  committees  in  Congress,  and 
the  position  that  was  taken  in  Washington  on  the  Esch-Pomerene  Bill, 
and  the  suggested  amendments,  which  I  think  are  attached  as  addenda 
to  this  report.  I  believe  you  are  perhaps  all  familiar  with  what  was 
done  there,  and  probably  we  can  save  time  by  not  reading  the  report 
at  this  time. 

President  ELMQUIST:     It  contains  no  recommendations,  does  it? 

Mr.  JACKSON  :     I  think  not. 

President  ELMQUIST  :  All  of  the  Commissions  were  advised  as  to 
the  position  taken  by  the  committees  before  Congress,  and  the  report 
does  not  contain  any  information  that  is  new  to  any  of  the  members 
that  are  here. 

Mr.  JACKSON  :     I  think  not,  Mr.  President. 

President  ELMQUIST:  So  the  usual  motion  would  be  in  order,  I 
believe  ? 

Mr.  JJ*:KSON  :  I  move  that  the  report  be  received  and  placed  on  file 
and  printed. 

(The  motion  was  seconded  and  being  put  to  a  viva  voce,  unanimously 
prevailed.) 

(The  report  follows:) 

REPORT  OF  COMMITTEE  ON  STATE  AND  FEDERAL 

LEGISLATION. 

To  the  National  Association  of  Railway  and  Utilities  Commissioners: 

The  past  year  is  notable  in  annals  of  public  utility  legislation  for 
breeding,  but  not  for  birthing.  More  plans  dealing  with  the  railroads 
and  the  wires  have  been  injected  into  the  legislative  mind  than  in  all 
previous  time,  but  none  have  borne  fruit  as  yet,  and  God  only  knows 
the  exact  creature  that  will  come  forth. 

There  is  a  promise,  however,  that  the  travail  will  not  go  for  naught. 
The  very  destiny  of  the  republic  is  involved,  and  the  people  know  it ; 
and  complex  though  the  subject  be,  and  pressed  for  early  solution, 
American  genius  and  patriotism  may  safely  be  trusted  to  create  in 
time  a  plan  of  administration  that  will  greatly  strengthen  these  arteries 
of  national  life,  and  make  them  flow  with  a  happy  commerce  as  never 
before. 

The  subject  in  travail  was  and  is  of  course  the  nation.  The  states 
were  shunted  into  a  barren  pen  by  federal  control,  and  did  nothing 
but  charge  the  fence.  National  power  was  supreme  and  exclusive. 
But  though  the  states  could  not  function  of  themselves  they  were  free 
to  act  as  integral  parts  of  the  nation,  and  they  did  so  with  considerable 
result  according  to  prognosis.  The  war  armistice  was  no  sooner  signed 
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than  this  Association  resumed  the  campaign  for  better  systems  of  trans- 
portation and  communication,  and  fairer  service  charges.  Beginning  with 
the  protests  of  the  last  convention  at  the  Railroad  Administration's  deaf- 
ness to  state  appeals,  and  the  convention's  specific  objection  to  a  whole- 
sale revision  of  the  rate  structure  while  the  country  was  changing  from 
a  war  to  peace  basis,  the  Association  has  gone  on  almost  constantly 
though  its  officers  and  committees  influencing  the  national  authorities, 
and  it  is  of  this  work  that  we  beg  to  report. 

The  convention's  action  was  heeded.  It  brought  recognition  of  the 
state's  jurisdiction  over  all  intrastate  service  matters,  excepting  as  they 
might  substantially  affect  the  transportation  of  troops  and  government 
supplies  and  the  issuance  of  securities.  And  no  general  revision  or 
advance  has  been  made  in  the  rates,  notwithstanding  apparent  deficits 
in  the  revenues  of  considerable  size.  Your  officers  and  committees 
dealing  with  this  subject  have  taken  the  position  that  the  actual  condi- 
tion of  the  revenues  cannot  be  known  until  the  costs  of  repairs  and 
replacements  made  to  the  carrier's  properties  properly  chargeable  to 
compensation  are  ascertained,  and  that  the  deficit,  if  any  there  be, 
should  be  borne  by  the  whole  country  as  an  expense  of  war. 

Pending   Legislation 

It  was  with  pending  legislation,  however,  that  your  committee  had 
most  to  do.  It  met  in  conjunction  with  the  Executive  and  Special  War 
committees  and  the  president  of  the  association  on  two  occasions  in 
Washington,  deliberated  for  several  days  each  time,  and  attended 
Congressional  committee  hearings  at  which  the  results  of  their  confer- 
ences were  presented.  The  first  meeting  was  in  January.  1919,  and  the 
position  taken  is  as  follows: 

First,  that  no  general  reconstruction  of  the  laws  relating  to  carriers 
should  be  attempted  by  Congress  then  in  session,  but  that  certain 
remedial  legislation  was  imperatively  needed. 

Second,  that  federal  control  of  the  carriers  should  be  subjected  to 
the  authority  of  federal  and  state  commissions  as  it  existed  prior  to 
government  operation. 

Third,  that  the  proposal  to  continue  federal  operation  of  the  rail- 
roads five  years  beyond  the  ratification  of  peace  treaties,  and  the  wires 
indefinitely,  be  rejected,  and  that  Congress  provide  in  lieu  thereof 
that  the  railroads  be  returned  to  their  owners  on  December  31,  1919, 
and  the  wires  on  June  30,  1919. 

Fourth,  that  the  Commerce  Act  be  amended  so  as  to  provide  for 
co-operation  between  the  Interstate  Commerce  Commission  and  the 
rommi  affected  in  the  establishment  of  non-discrimina- 

tory state  and  interstate  rates.  "In  Mu-h  cases,"  the  report  reads,  ''the 
state  commission  must  be  permitted  to  regulate  purely  intrastate  rates 
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and  the  Interstate  Comim-rce  must  regulate  the  interstate  rates;  each 
must  exercise  exclusive  jurisdiction.  If  the  adjustment  of  rates  made 
after  a  hearing  results  in  an  unjust  discrimination  between  state  and 
interstate  commerce,  the  remedy  is  for  a  complaint  to  be  filed  with 
the  Interstate  Commerce  Commission  praying  for  the  elimination  of  the 
unjust  discrimination.  I  f,  upon  the  other  hand,  the  carrier  believes  that 
the  intrastate  schedule  is  confiscatory  it  will  be  able  to  protect  itself 
in  the  courts." 

Fifth,  power  to  merge  all  railroad  operation  into  one  system  in  times 
of  stress  or  emergency  should  be  lodged  in  some  federal  authority  but 
the  conditions  under  which  the  authority  may  be  exercised  should  be 
carefully  defined  and  provision  made  for  the  return  of  the  properties 
when  such  conditions  cease  to  exist.  Consolidations  should  be  permitted 
when  in  the  public  interest  as  determined  by  the  Interstate  Commerce 
Commission  on  interstate  roads  and  by  proper  state  authorities  as  to 
terminals  and  intrastate  roads. 

Sixth,  the  construction  of  additional  railroad  facilities  should  be 
limited  to  those  required  by  public  necessity  and  convenience,  with 
concurrent  jurisdiction  over  the  subject  in  both  state  and  federal 
authorities  as  to  interstate  roads  and  where  the  proposed  construction 
substantially  affects  interstate  commerce.  The  states  should  have  ex- 
clusive jurisdiction  over  spur  and  industry  tracks. 

Seventh,  the  issuance  of  securities  by  interstate  carriers  should  be 
regulated  by  the  Interstate  Commerce  Commission. 

Eighth,  the  membership  of  the  Intersate  Commerce  Commission 
should  be  increased  or  state  commissions  empowered  to  act  as  regional 
commissions  under  the  federal  commission. 

Ninth,  co-ordinaticn  of  railway  and  water  transportation  systems 
should  be  provided  for  and  the  regulating  tribunals  empowered  to 
fix  minimum  as  well  as  maximum  rates. 

Tenth,  shippers  should  have  the  right  to  route  traffic  except  in 
cases  of  emergency. 

Eleventh,  the  proposal  to  empower  the  Interstate  Commerce  Com- 
mission to  fix  the  wages  of  railroad  employees  was  disapproved  as 
a  serious  interference  with  the  efficiency  of  the  Commission  along 
other  lines. 

Twelfth,  the  proposal  to  create  a  federal  secretary  of  transportation 
was  disapproved ;  also  the  federal  incorporation  of  the  carriers. 

Thirteenth,  in  the  event  extensive  consolidations  of  the  carriers  take 
place,  a  larger  control  by  both  nation  and  stafe  was  favored. 

The  foregoing  conclusions  were  ably  presented  to  the  appropriate 
committees  of  Congress  by  President  Elmquist,  and  some  definite  re- 
sults followed.  The  wires  were  ordered  returned  to  their  owners  on 
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July  31,  1919,  and  the  five  year  extension  of  federal  control  of  the 
railroads  ceased  to  receive  serious  consideration  thereafter.  A  bill 
restoring  the  power  of  the  Interstat  Commerce  Commission  and  the 
state  commissions  over  their  respective  rates  has  passed  the  Senate 
and  is  now  pending  in  the  House  of  Representatives  on  a  favorable 
committee  report.  The  early  passage  of  this  bill  is  confidently  looked 
for. 


Esch-Pomerene  Bill 

The  second  meeting  of  the  Association  committees  was  held  Aug- 
ust 25,  26,  and  27,  and  the  particular  subject  considered  was  the  Esch- 
Pomerene  bill  (H.  R.  4378),  which  was  then  receiving  the  serious 
consideration  of  Congress.  This  bill  proceeds  upon  the  basis  recom- 
mended by  the  Association  committees  of  building  upon  the  present  law 
in  solving  the  railway  problem,  and  is  only  amendatory  of  the  Act 
to  Regulate  Commerce.  The  concensus  of  opinion  of  the  members 
present  was  that,  assuming  the  constitutionaliay  of  the  bill,  it 
would  deprive  the  states  of  practally  all  their  powers  over  the 
railroads  and  wires,  including  the  smaller  telephone  systems  even. 
The  bill  retains  the  general  exception  now  in  the  act  respecting  intrastate 
commerce,  but  a  number  of  the  provisions  are  inconsistent  with  the 
exception,  and  according  to  the  interpretation  of  similar  provisions  of 
the  Federal  Control  Act  by  the  Supreme  Court,  the  provisions  will 
govern. 

In  the  first  place  the  bill  gives  the  federal  commission  exclusive 
jurisdiction  over  car  service  both  inter  and  intrastate.  This  carries 
with  it  the  distribution  of  cars  between  stations  and  between  shippers 
at  a  station,  and  also  all  train  service,  in  the  opinion  of  the  committee. 

The  bill  also  contains  a  public  necessity  and  convenience  provision, 
which  subjects  all  extensions  and  betterments  of  railroad  and  wire 
companies  to  exclusive  federal  authority.  Consolidations,  mergers  and 
pooling  agreements  are  also  included  in  this  provision. 

Authority  is  also  lodged  with  the  federal  commission  to  set  aside 
intrastate  rates  whenever  in  the  opinion  of  the  Commission  they  con- 
stitute an  "undue  burden  upon  interstate  or  foreign  omur<  This 
is  an  addition  to  the  anti-discriminatory  clause  now  in  the  act.  and  in 
the  opinion  of  the  committees,  it  authorizes  the  federal  body  to  set 
a-ide  whole  systems  of  interstate  rates  upon  a  finding  that  they  are 
below  the  level  of  interstate  rates,  Mr.  l-Sdi.  the  intnulucer  of  the 
bill,  is  reported  to  have  said  in  this  connection  (  Railway  Age,  Tune  6, 
1919) : 

"The  practice  of  state  commissions  in  reducing  intrastate  rates  and  thereby 
•x   .in  niulue   hurcfen  on   interstate  traffic  has  created   a   growing  sentiment 
in  iavor  of  placing  the  rate  making  wholly  under  the  Interstate  Commerce  Conv 
mission." 


200  NATIONAL   ASSOCIATION    OF    RAILWAY 

He  naively  adds  that  "the  bill  does  not  do  this,  but  describes  a 
method  of  adjusting  differences  by  allowing  the  state  commissions  to 
sit  with  the  Interstate  Commerce  Commission  and  participate  in  the 
hearings  but  the  latter  is  to  make  the  findings." 

Exclusive  jurisdiction  is  given  the  federal  commission  over  the 
issuance  of  securities  of  railroad  and  wire  companies,  including  street 
car  and  interurban  companies  who  carry  on  any  interstate  commerce. 

The  bill  also  provides  for  joint  hearings  of  the  federal  and  state 
commissions  in  matters  affecting  both  inter  and  intrastate  rates,  with 
exclusive  authority  in  the  federal  commission  to  make  orders. 

The  conference  recommended  the  following  amendments  to  the  bill : 

1.  Amend  the  exception  applying  to  intrastate  commerce  by  adding 
thereto  the  following: 

"Provided,  however,  that  nothing  in  this  act  shall  be  construed  to  amend,  repeal, 
impair  or  affect  the  laws  or  powers  of  the  states  in  relation  to  taxation  or  the 
lawful  police  powers  of  the  states,  including:  the  power  to  make  and  regulate 
intrastate  rates,  except  as  expressly  provided  in  sections  5.  13,  and  17  thereof." 

Section  5  relates  to  the  pooling  of  traffic,  earnings  and  facilities  and 
the  consolidation  of  properties;  Section  13  to* joint  hearings  of  fed- 
eral and  state  commissions;  and  Section  17  to  federal  control  of 
securities,  to  which  amendments  were  proposed  protecting  states'  rights. 

2.  Amend  Section  2  of  the  bill  relating  to  jurisdiction  over  exten- 
sions and  betterments  by  adding  the  following: 

"Provided,  that  the  authority  of  the  commission  conferred  by  -this  section 
shall  not  extend  to  the  construction  of  sidetracks,  spur,  industry,  team  or  switch- 
ing tracks,  street  cars  and  electric  or  interurban  lines  or  to  the  extensions  of 
lines  of  steam  railroads,  or  to  the  construction  of  new  lines  to  be  located  wholly 
within  one  state." 

3.  Amend    Section   4   of   the   bill    relating   to   the   interchange   of 
traffic  between   connecting   railroads   and   wires,   the  common   use  of 
terminals  and  the  equality  of  rates  on  such  traffic,  so  as  to  eliminate 
telegraph   and   telephone   companies    from   the   provisions   relating   tc 
interchange  o!"  traffic  and  joint  use  of  terminals. 

4.  Amend  Section  5  relating  to  pooling  and  consolidation  by  adding 
the  following: 

"Provided,  that  the  provisions  of  this  section  shall  not  apply  to  street  car 
companies  nor  to  electric  interurban  companies  or  to  telegraph  and  telephone 
companies,  the  major  portion  of  whose  physical  properties  devoted  to  public 
use  measured  by  its  value  is  located  within  one  state." 

5.  Amend  Section  13  of  the  bill  by  striking  out  the  word  "lawful- 
ness" as  applied  to  the  rates  dealt  with.     This  was  for  the  purpose 
of  confining  the  issue  in  conflicts  between  inter  and  intrastate  rates 
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as  it  now  is  to  the  question  of  whether  or  not  the  rates  are  discrim- 
inatory or  preferential. 

6.  Amend  Section  13  relating  to  joint  hearings  of  the  federal  and 
state  commissions  in  conflicts  between  inter  and   intrastate  rates  by 
striking  out  the  last  paragraph  of  the  section  and  substituting  therefor 
the  following: 

"The  Commission  shall  have  authority,  after  a  full  hearing,  to  make  such 
findings  and  orders  as  may  in  its  judgment  tend  to  remove  any  undue  preference, 
prejudice  or  advantage  found  to  exist." 

The  purpose  of  the  amendment  is  the  same  as  in  the  preceding  one. 

7.  Amend    Section  14    relating  to  the    suspension    powers  of    the 
federal  commission  over  rates  so  as  *o  give  an  additional  sixty  days 
under  certain  circumstances  to  the  one  hundred  twenty  days  provided 
by  the  bill. 

8.  Amend  Section  17  relating  to  the  issuance  of  securities  by  the 
addition  of  the  following : 

"Provided,  that  the  provisions  of  this  section  shall  not  apply  to  street  car 
companies  or  electric  or  interurban  companies ;  provided  further,  that  it  shall  not 
apply  to  telephone  or  telegraph  companies  the  major  portion  of  whose  physical 
properties  devoted  to  public  use  measured  by  its  value  is  located  in  one  state." 

The  conference  also  recommended  the  following  general  amend- 
ment : 

"That  the  existing  interstate  and  intrastate  rates,  fares,  charges  and  classi- 
fications initiated  by  the  Director  General  may  continue  in  force  for  a  period  not 
beyond  July  1,  1921,  unless  sooner  changed  by  the  state  or  federal  authorities 
having  control  or  jurisdiction  of  the  same,  and  that  rates  which  have  not  been 
changed  or  approved  on  or  prior  to  said  date  shall  thereafter  be  of  no  force 
or  effect,  and  the  ratles  in  effect  June  9,  1918,  shall  then  be  restored." 

The  conference  learned  while  in  session  that  the  railroad  measure 
in  process  of  formation  by  the  sub-committee  of  the  Senate  committee 
on  interstate  commerce  provided  for  a  federal  transportation  board 
with  exclusive  jurisdiction  over  all  matters  of  service  and  the  power 
to  recommend  rates  to  the  Interstate  Commerce  Commission.  The 
conference  took  action  on  the  subject  as  follows: 

"That  the  committee  embody  in  its  report  a  resolution  favoring  the  creation 
of  a  transportation  board  for  the  purpose  of  making  a  study  of  transportation 
conditions  rail,  water  and  highway,  including  the  investigation  of  the  proper 

liflations  of  railroad  ^ysimis  and  terminals  for  th;  purpose  of  making  a 
n-jiort  or  recommendations  to  the  Interstate  Commerce  Commission;  the  func- 

of  said  board  to  be  purely  advisory." 

Senate  Sub-Committee  Bill. 

On  September  3.  1919,  Senator  Cummins,  chairman  of  the  Senate 
committee  011  intcrst.v  crce.  introduced  a  bill  (S.  2906),  which, 

together  with  the  Esch-Pomerene  bill,  is  to  become  the  foundation  of 
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national  railroad  legislation,  in  the  opinion  of  your  committee.  The 
bill  was  prepared  by  Senators  Cummins.  Kellogg,  Poindexter,  Pom- 
erene,  and  Robinson,  actjng  as  a  sub-committee  of  the  committee  on 
interstate  commerce,  following  months  of  hearings  by  the  entire  com- 
mittee. It  provides  for  a  reconstruction  of  railroad  ownership  under 
federal  corporations  eventually,  and  for  a  much  larger  and  more  definite 
supervision  and  control  of  the  railroads  and  wires  by  federal  authority. 
The  Esch-Pomerene  bill,  amended  in  harmony  with  the  greater  part 
of  the  suggestions  made  by  your  committees,  is  incorporated  in  the  bill. 
Your  committee  has  been  unable  to  confer  as  to  the  general  wisdom 
of  the  bill,  but  we  believe  that  it  embodies  the  most  practical  plan  of 
dealing  with  the  railroads  fundamentally  that  has  so  far  appeared. 
The  committee  recommends,  in  view  of  the  prestige  the  bill  has  by 
reason  of  its  authorship,  that  the  convention  consider  it  in  detail  and 
take  definite  position  as  to  all  its  provisions. 

Respectfully  submitted, 

V.   E.   WILSON,   Chairman,   Nebraska. 
J.  F.  SHAUGHNESSY,  Nevada. 
CARL  D.  JACKSON,  Wisconsin. 
ALLISON  MAYFIELD,  Texas. 
FRANK  W.  SHEALY,  South  Carolina. 


Mr.  WILLIAMS  :  Mr.  Chairman,  the  report  just  submitted  by  Mr. 
Jackson,  the  report  of  the  Committee  on  State  and  Federal  Legislation, 
does  really  contain  a  very  vital  recommendation,  in  my  opinion.  I  have 
just  read  the  report. 

President  ELMQUIST:     What  is  it? 

Mr.  WILLIAMS  :  Referring  to  the  Esch-Pomerene  and  the  Cummins 
Bills,  it  says  on  the  last  page : 

"The  Committee  recommends,  in  view  of  the  prestige  the  Bill  has  by 
reason  of  its  authorship,  that  the  convention  consider  it  in  detail  and 
take  definite  position  as  to  all  its  provisions." 

President  ELMQUIST:  May  I  reply  that  resolutions  will  be  offered 
before  this  convention  which  will  contain  explicit  statements  with 
reference  to  different  legislative  matters,  and  that  in  all  probability 
they  will  cover  quite  fully  the  recommendation  suggested  by  the  author 
of  this  report. 

Mr.  LEWENBERG  :  Then  it  will  be  in  order  to  move  that  the  further 
consideration  of  this  report  be  postponed  until  those  resolutions  are 
introduced. 

President  ELMQUIST:  This  report  has  been  ordered  filed  and 
printed.  Is  there  any  other  action  to  be  taken  upon  it?  (No  further 
action  taken.) 
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APPENDIX  TO  REPORT  OF  COMMITTEE  ON  STATE 
AND    FEDERAL    LEGISLATION 


FROM    COMMISSIONER    SHATC.H  NESSY    OF    NEVADA 

CARSON  CITY,  NEVADA,  Oct.  4,  1919 

Honorable   Charles  R.   Evans, 
House  of  Rcprcsentati:- 
ll'ashington,  D.  C. 

My  dear  Mr.  Evans: 

In  the  consideration  of  railway  legislation  for  peace-time  opera- 
tions, before  the  Senate  and  House  Committees  on  Interstate  Com- 
merce for  hearing-,  drafting  and  report,  the  National  Association 
of  Railway  and  Utilities  Commissioners,  of  which  this  commission 
is  a  member,  has  been,  and  is,  urging  that  the  roads  be  returned 
to  private  operation  on  December  31,  this  year.  This  is  in  line  with 
the  President's  recommendation,  which  he  placed  before  Congress 
in  a  special  message  last  June. 

Certain  interests  are  opposing  this  action,  and  hope  to  accom- 
plish their  purpose  by  inducing  Congress  to  put  over  the  consid- 
eration of  this  legislation  from  the  present  special  session  to  the 
regular  session  of  Congress,  leaving  to  the  regular  session  the 
determination  of  the  matter.  The  suggestion  is  made  that  the 
bill  could  be  passed  by  Congress  prior  to  the  holiday  recess;  but. 
in  this  behalf,  there  is  grave  uncertainty.  Advocates  of  the  Plumb 
plan  or  of  government  ownership,  and  those  who  favor  the  introduc- 
tion of  this  question  into  the  next  national  campaign,  will  exert 
their  influence  to  postpone  consideration  of  the  legislation  in  <|iir-- 
tion  and.  if  the  bill  is  thrown  over  into  the  regular  session,  a  way 
may  be.  and  doubtless  will  be.  found  to  delay  action  until  after 
the  first  of  the  year,  thus  preventing  the  return  of  the  railroads  at 
that  time.  This  matter  is  important,  and.  therefore.  Public  Ser- 
vice Commission  of  Nevada  respectfully  urges  that  you  strongly 
support  the  President's  recommendation  and  assist  in  having  the 
railroads  returned  to  private  operation  by  the  close  of  the  current 

In  the  legislation  finally  to  be  adopted  for  peace-time  railroad 
operation  and  regulation  provided  for  bv  the  Ksch-l'omereiU'  bill,  we 
are  especially  anxious  to  have  the  jurisdiction  of  our  state  legisla- 
ture. COUrtfl  and  commission  adequately  protecied  and  know  you  will 
take  pleasure  in  seeing  this  is  done. 

In   this  behalf.   \\  c   are   anxious  to  have  the   following  proviso  in- 
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serted   and   made   a   part   of   all   peace-time   railroad   legislation   that 
may  be  passed  by  Congress: 

"Provided,  however,  that  nothing  in  this  act  shall  be  construed  to  amend, 
repeal,  impair  or  affect  the  laws  or  powers  of  the  states  in  relation  to  taxation 
or  the  lawful  police  powers  of  the  states,  including  the  power  to  make  and 
regulate  intrastate  rates,  fares,  services  and  practices,  and  the  power  to  require 
railroad  and  other  public  utilities  to  perform  their  full  public  duty  under  the 
provisions  of  existing  charter  contracts  or  implied  obligations  which  have 
heretofore  accrued  under  the  laws  of  the  various  states. 

To  this  effect  the  commission  has  wired  Senator  Cummins  to  insert 
an  adequate  provision  in  his  bill  for  the  restoration  of  the  jurisdic- 
tion of  the  Interstate  Commerce  Commission,  which  is  now  in  con- 
ference. Copy  of  our  telegram  to  the  Senator  is  herewith  enclosed. 

The  commission  also  wishes  to  bring  to  your  attention  the  fact  that 
it  is  opposed  to  various  sections  of  the  Esch  and  the  Cummins  bills 
now  being  prepared  for  the  peace-time  operation  of  railways  after 
they  are  returned  to  private  ownership;  especially  the  sections  wherein 
it  is  provided  that,  after  hearing  and  consent  of  the  Interstate  Com- 
merce Commission  or  the  Railway  Transportation  Board,  any  part 
or  all  of  a  line  of  railroad  may  be  abandoned  and  its  operation  dis- 
continued. This  action  is  exceedingly  dangerous,  in  that  it  relieves 
the  railroad  from  its  charter  contract  obligations  to  the  state  which  has 
created  it  and,  in  fact,  is  largely  analogous  or  the  equivalent  of  saying 
to  the  state  that  it  shall  not  for  the  future,  have  the  right  to  maintain 
a  certain  state  highway  between  given  points  within  its  jurisdiction. 
While  this  character  of  regulation  may  be  highly  satisfactory  to  the 
railroads,  we  feel  certain  that  it  will  prove  very  objectionable  to 
the  people,  their  legislatures,  their  courts  and  the  litigants  within  the 
states,  for  the  future.  It  means  the  usurpation  of  practically  all  es- 
sential state  rights  and  powers  over  railroad,  private  car  lines,  ex« 
press  companies  and  telephone  and  telegraph  companies  heretofore 
exercised  within  the  domain  of  state  sovereignty  and  government. 

We  are  in  favor  of  such  consolidation  of  the  present  separate 
railroad  entities  being  made  into  operating  systems,  but  in  so  doing, 
we  do  not  understand  that  there  is  any  good  reason  why  said  entities 
should  be  relieved  from  the  contractual  obligations  which  they  owe 
to  the  state  under  the  charter  grants  by  which  they  have  been  cre- 
ated. On  the  contrary,  it  is  our  belief  that  all  of  these  charter 
obligations  should  be  preserved  and  that  the  states  should  continue 
to  enjoy  and  exercise  their  full  power  and  jurisdiction  over  said 
contractual  rights  and  privileges  which  have  accrued  thereunder. 
The  states  have  carried  out  their  part  of  these  contracts  by  which 
exceedingly  valuable  considerations  have  been  granted  to  the  ^di- 
vidual railroads,  and  there  is,  in  our  view,  no  good  reason  why 
"federal  incorporation"  should  be  substituted  in  lieu  thereof,  espec- 
ially when  it  will  have  the  effect  of  confiscating  these  valuable  prop- 
erty rights  which  belong  to  the  states.  We  feel  the  same  end  can  be 
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reached  by  allowing  each  separate  railroad  entity  to  remain  where 
it  has  been  and  is  legally  created,  subject  to  the  state  jurisdiction 
covering  their  contractual  obligation  to  render  an  adequate  and  a  con- 
tinuous public  service  until  relieved  therefrom  by  consent  of  the 
state,  and  subject  to  state  taxation,  police  power  and  regulation, 
over  each  state's  internal  service  and  commerce.  In  doing  so,  we 
do  not  understand  that  such  action  will,  in  any  way,  prevent  the 
consolidation  of  these  railroad  entities  into  large  systems  for  the 
purpose  of  operating  efficiency  and  economy,  subject  to  the  juris- 
diction of  Congress  over  all  interstate  and  trans-state  commerce. 

Both  the  House  and  Senate  bills  go  entirely  too  far  along  the 
line  of  usurping  the  prerogatives  and  the  jurisdiction  of  the  various 
states,  and  will,  when  passed,  have  made,  in  our  view,  the  railroad 
superior  in  every  way  to  the  states.  In  fact,  it  will  quite  effectively 
relieve  the  railroads  from  the  jurisdiction  of  the  people  of  the  state 
heretofore  exercised  through  the  constitutional  operation  of  their  ini- 
tiative and  referendum,  their  legislatures,  and  their  courts,  commis- 
sions and  all  other  tribunals. 

It  is  true  that  it  may  be  said  that  the  states'  jurisdiction  is  reserved, 
but  in  very  meager  language,  to  exercise  its  rights  to  tax  railroad 
property,  providing  it  is  not  discriminatory", — (and  herein  lies  power 
sufficient  for  the  federal  government  to  usurp  the  states'  function 
of  taxation  if  it  sees  fit  to  do  so).  Further,  it  may  be  said  that 
there  is  reserved  the  right  of  the  state  to  exercise  its  lawful  police 
powers  (?)  and  the  power  to  regulate  rates  of  transportation  over 
its  own  domestic  commerce,  except  as  specifically  provided  in  said 
bills,  but  these  provisos,  seemingly  in  the  last  analysis,  leave  the  state 
legislatures,  courts  and  commission  such  a  narrow  margin  of  juris- 
diction that  it  will  be  exceedingly  difficult,  if  not  impossible  to  exer- 
cise same  without  conflicting  with  the  federal  laws  to  such  an  extent 
that  there  would,  for  the  future,  be  constant  interference  and  friction 
from  various  federal  boards,  commissions  and  courts. 

In  addition  to  the  usurpation  of  jurisdiction  over  its  railroads. — 
over  its  own  property, —  railroad  transportation  and  telegraphic  and 
telephonic  transmission  of  intelligence,  the  state  is  not  afforded  under 
the  proposed  legislation  in  question  the  right  of  contesting  and  adju- 
dicating in  a  court  of  competent  jurisdiction  any  of  these  functions 
of  government.  Further,  that,  while  the  railroads  have  the  right  of 
appeal  to  the  courts  and  may  contest  any  order  made  by  the  Inter - 
••:  Commerce  Commission  or  the  Railway  Transportation  Board, 
in  all  matters  affecting  vested  or  contractual  property  rights  and  the 
•ilnt  ion  of  rates  and  services,  the  states,  the  procurers  and  the 
consumers,  or  the  public  generally,  have  no  such  ri^ht.  Manifestly, 
the  effect  of  Mich  legislation,  if  enacted,  will  be  to  make  these  instru- 
mentalities of  government  superior  to  the  people  and  their  state 
governments. 
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The  past  two  years  have  proved  that  centralized  control  of  railroads 
from  Washington  is  a  failure  and,  while  the  public  has,  for  patriotic 
reasons,  acquiesced  in  conditions  that  are  unsatisfactory  and  violative 
of  their  sovereign  rights,  it  is  not  to  be  expected  that  they  will  quietly 
submit  to  the  sacrifice  of  their  birthright  during  peace-time  operations. 
The  present  war-operation  control  is  not  a  test  of  the  character  of 
government  that  the  people  of  the  United  States  will  sanction  for 
their  peace-time  affairs  of  the  future.  It  places  entirely  too  many 
restrictions  upon  their  rights  and  liberties,  and  when  it  appears,  as 
it  doubtless  will  if  the  proposed  legislation  is  enacted  without  change, 
that  their  rights  have  been  curtailed  and  that  important  functions  of 
government,  controlled  by  private  corporations  operating  for  a  profit, 
have  been  made  superior  to  their  state  governments  as  a  whole,  will 
they  not  term  it  the  most  destructive  legislation  ever  attempted  in 
this  country? 

Further,  the  proposed  legislation  has  not  the  merit  of  being  con- 
current in  its  operation  by  which  both  the  state  and  the  national 
governments  would  continue  the  enjoyment  of  effective  control  over 
their  respective  functions  of  government  within  the  fields  of  trans- 
portation and  transmission  of  traffic  and  intelligence.  With  but  minor 
exceptions,  the  ultimate  jurisdiction  and  control  is  lodged  at  Washing- 
ton to  the  exclusion  of  the  jurisdiction  theretofore  exercised  by  the 
states  under  their  constitutions,  legislatures,  courts  and  commissions. 
Except  that  it  is  designed  to  produce  more  effective  interstate  regu- 
lation which  is  necessary,  or  to  bring  the  federal  machinery  up  to 
the  standards  of  regulation  heretofore  adopted  by  the  people  of  the 
various  commonwealths  by  direct  vote,  legislative  enactment  and 
judicial  decree,  there  is  nothing  to  commend  the  legislation.  On  the 
contrary,  it  is  open  to  the  most  serious  objection  because  it  reckons 
entirely  without  its  host,  the  people  as  a  whole, —  who  do  not,  as 
yet,  understand  its  ultimate  effect,  and  there  is,  therefore,  no  sound 
basis  upon  which  it  can  be  defended,  insofar  as  it  undertakes  to 
usurp  those  governmental  functions  and  property  rights  which  properly 
belong  to  the  states.  When  it  is  found  that  the  effective  control,  regu- 
lation and  administration  of  state  property  rights  and  functions  of 
government  which  belong  to  and  have  heretofore  been  constitutionally 
exercised  by  the  states,  and  that  the  people  are  without  power  for 
the  future  to  enact  remedial  legislation  or  administer  their  own  func- 
tions of  government  for  the  correction  of  corporation  abuses,  real  or 
sentimental,  the  foundation  will  have  been  laid  and  the  precedent 
established  by  which  the  people  can  be  easily  aroused  and  organized 
into  masses  for  the  presentation  of  different,  so-called,  statutory 
panaceas  and  changes  in  our  government,  the  extent  and  end  of  which 
no  man  can  foretell  at  this  time. 

Entirely  aside  from  the  consideration  that  the  propsals  carried  in 
the  Cummins  and  Esch  bills  will  be  found  to  be  either  unconstitutional 
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or  to  tie  up  the  orderly  procedure  of  effective  regulation  by  endless 
litigation,  the  aforesaid  departure  from  fundamentally  established 
methods  of  government  is  exceedingly  dangerous  and  wholly  unwar- 
ranted. For  the  same  reasons,  the  Amster  railroad  plan  (Lenroot 
bill),  the  Plumb  plan  (Simms'  bill),  United  States  Chamber  of 
Commerce  plan  ( Frelinghuysen  bill),  the  railway  executives  plan  and 
the  Warfield  plan  are  equally  defective  and  dangerous.  Care  should 
be  taken  not  to  be  misled  by  the  propaganda  put  forth  by  these 
respective  factions,  or  their  contentions  that  it  is  fairly  expressive  of 
public  opinion.  The  one  representing  itself  to  be  the  most  expressive 
of  public  opinion  is  the  United  States  Chamber  of  Commerce,  made 
up  of  commercial  clubs  throughout  the  nation,  but  it  should  be  kept 
in  mind  that  these  clubs  are  not  entirely  free  from  the  leadership  of 
corporation  and  financial  representatives  and,  therefore,  it  cannot  be 
taken  for  granted  that  their  endorsements  would  be  approved  by  the 
consumers,  the  producers,  or  the  public  generally. 

It  is  entirely  unreasonable  to  expect  the  congressmen  upon  whom 
the  people  are  dependent  for  the  protection  of  their  local  governmental 
functions,  to  support  any  such  radical  departure  from  our  long- 
established  dual  form  of  government  as  is  proposed  in  this  legislation, 
and  this,  we  know,  will  be  especially  true  after  they  have  had  the 
opportunity  to  become  fully  informed.  For  these  reasons,  we  strongly 
urge  that  you  kindly  talk  this  matter  over  widely  with  your  associates 
in  Congress. 

The  Cummins  bill  on  peace-time  railroad  legislation,  adequately 
provides  for  amendment  to  the  fourth  section  of  the  Act  to  Regulate 
Commerce,  which  refers  to  the  long-and-short-haul  provision  under 
which  Nevada  has,  for  so  many  years,  been  so  severely  penalized. 
Unless  this  is  held  substantially  as  it  is  now  written  and  becomes  law, 
it  goes  without  saying  that  the  aforesaid  iniquitous  long-and-short- 
haul  practices  will  again  be  promptly  re-established  just  as  quickly 
as  the  railroads  can  promote  a  condition  of  assumed  water  competition 
between  the  Pacific  and  the  Atlantic  Coast  terminal  points.  Our 
people  are  tired  of  fighting  this  device  of  exploitation,  by  which 
they  have,  for  so  many  years,  been  systematically  bled  for  the  benefit 
of  San  Francisco,  and  by  which  Nevada  and  other  intermountain 
and  southern  states  have  been  prevented  from  developing  their  re- 
roefl  and  inn-eu^n-  their  population,  wealth  and  taxable  property 
in  proportion  as  uniform  and  non-discriminatory  rates  would  other- 
ustified. 

The   people   of   our   state   have   lost   confidence   in    the    lm< 
Commerce  Commission  insofar   a**   its  administration  of   this   feature 
of  regulation  is  concerned,  and  any  railroad  legislation   which  does 
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not  comprehensively  take  account  of  these  conditions  will,  we  are 
sure,  be  characterized  and  condemned  as  having  been  enacted  without 
regard  to  the  true  interests  of  Nevada. 

With  renewed  expressions  of  esteem  and  best  wishes,  we  are. 

Very   truly  yours, 
PUBLIC  SERVICE  COMMISSION  OF  NEVADA 

J.  F.  SHAUGHNESSY 

Chairman 


CARSON  CITY,  NEVADA,  October  7,  1919 

Honorable  /".  F.  Wilson,  Chairman  Committee  on  State  and  Federal 
Legislation,   Xational  Ass'n   Railway   and    Utilities  Commissioners, 
Lincoln.  Nebraska. 

My  dear  Wilson : 

Answering  your  letter  of  September  22,  with  which  there  was 
enclosed  copy  of  the  report  of  the  Committee  on  State  and  Federal 
Legislation,  of  which  I  have  the  honor  to  be  a  member,  I  beg  to 
approve  the  report  and  to  ask  that  you  kindly  sign  my  name  thereto, 
subject  to  certain  reservations  and  additions  hereinafter  referred  to, 
and  which  are  submitted  for  the  information  and  consideration  of 
the  committee  and  the  conference  at  Indianapolis. 

The  members  of  the  Committee  and  the  Association's  General  Solic- 
itor at  Washington  have  accomplished  remarkable  results  throughout 
the  year  in  the  matter  of  representation  and  changes  which  have  been 
made  in  proposed  railroad  legislation  now  before  Congress,  and  I  feel 
that  they  are  entitled  to  the  gratitude  of  every  member  of  the  National 
Association  of  Railway  Commissioners.  Unfortunately,  because  of 
lack  of  appropriation  provided  for  the  Nevada  Commission  by  the 
legislature  of  1919,  I  regret  that  I  have  been  unable  to  participate 
actively  in  the  deliberations  and  accomplishments  of  the  committee  and, 
for  the  same  reason,  namely  lack  of  appropriation,  I  shall  be  unable 
to  attend  the  meeting  of  the  association  at  Indianapolis.  I  shall, 
therefore,  undertake  to  make  my  views  upon  the  question  of  peace- 
time railroad  legislation  clear  by  enclosing  herewith  a  copy  of  this 
commission's  letter  to  its  representative  in  Congress,  Honorable  Charles 
R.  Evans. 

In  addition  thereto,  I  beg  to  submit  for  the  consideration  of  the 
committee  and  the  association  the  urgent  suggestion  that,  thus  far, 
the  association, —  representative  of  all  of  the  states  in  the  Union ; 
in  fact,  the  most  representative  official  organization  that  has  thus  far 
appeared,  has  been  and  is  at  the  present  time  proceeding  before  Con- 
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gress  in  the  light  of  a  complainant  against  legislation  which  has  been 
initiated  by  the  railroad,  large  industrial  and  financial  interests,  and 
it,  therefore,  is  not  exercising  the  force  and  the  prestige  that  it  would 
otherwise  have  if  it  were  proceeding  as  proponent  in  behalf  of  peace- 
time railroad  legislation  initiated  and  presented  to  Congress  by  it. 
This,  in  my  view,  should  be  discussed  and  a  plan  of  action  adopted 
along  this  line  by  the  convention  at  Indianapolis,  whereby  we  may 
forthwith  present  and  have  introduced  for  consideration  and  adoption 
in  the  House  and  Senate  of  Congress  official  bills  covering  peace-time 
legislation  that  will  adequately  take  care  of  and  protect  the  states' 
property  rights  and  functions  of  government.  In  my  view,  our 
position  in  support  of  such  legislation  will  not  only  be  sound,  but 
practically  unassailable  by  the  special  interests  that  are  behind  the 
present  railroad  bills.  With  bills  officially  endorsed  by  the  National 
Association  of  Commissioners,  before  Congress,  a  much  stronger  appeal 
can  be  made  to  our  consumers,  producers  and  the  public  generally,  as 
well  as  our  representatives  in  Congress,  and  those  people  within  the 
respective  states  who  are  constitutionally  afflicted  with  the  habit  of 
carrying  water  on  both  shoulders  will  be  required  to  meet  the  issues 
squarely  and  will  not  have  the  opportunity  of  being  able  to  say,  if 
the  railroad  bills  become  law,  that  they  did  not  like  the  legislation 
in  question,  but  were  persuaded  to  support  it  because  it  seemed  to 
be  the  best  that  could  be  found  before  Congress  for  consideration 
and  adoption. 

With  the  collective  wisdom  that  will  be  available  at  Indianapolis, 
I  feel  sure  that  a  very  comprehensive  bill  can  be  drawn  or  its  prepara- 
tion by  our  Solicitor  and  the  Committee  on  State  and  Federal  Legis- 
lation authorized,  which  will  adequately  broaden  the  powers  of  the 
Interstate  Commerce  Commission  within  the  field  of  interstate  regu- 
lation and,  at  the  same  time,  preserve  to  the  respective  states  their 
constitutional  rights,  functions  and  prerogatives  of  property  and  gov- 
ernment, t'nless  action  is  taken  along  this  line  will  we  not  have  missed 
embracing  the  most  vitally  important  opportunity  for  service  to  our 
constituents  within  the  respective  states? 

If  the  Association  does  not  do  so,  and  make  clear  those  principles  of 
government  that  they  are  by  law  and  under  oath  charged  with  the 
duty  of  protecting  and  administering  for  the  benefit  of  the  people 
generally,  there  are  no  other  departments  of  organized  state  govern- 
ment which  can  make  matters  clear  from  a  nation-wide  standpoint 
and,  therefore,  the  association  will  not  have  exercised  its  highest 
function  and  performed  the  character  of  service  which  might 
ably  be  expected  in  the  face  of  the  p resent  exceedingly  dangerous 
emergency. 

If   the  ionfl  contained   herein  meet    with   your  approval  and 

that   of  the  majority  of  the  committee,   I   shall   be  very  glad  indeed 
to  have  the  same  adopted  for  discussion  and  action  by  the  convention 
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In  any  event,  kindly  make  my  position  clear.  In  addition  to  the  views 
which  I  have  set  forth  in  my  letter  to  Congressman  Evans,  I  enclose 
herewith,  for  your  information,  copy  of  my  brief  before  Congress 
in  the  matter  of  the  long-and-short-haul  legislation,  in  which  you 
will  find  the  subject  of  states'  rights  quite  fully  treated,  beginning 
at  page  52. 

With  sincere  expressions  of  esteem  and  with  best  wishes  for  a  highly 
successful  meting  of  the  National  Association  of  Railway  Commis- 
sioners, I  am 

Very   sincerely   yours, 

J.  F.  SHAUGHNESSY 

Chairman 


FROM  MR.  WILSON 

LINCOLN,  NEB.,  October  11,  1'919 
Hon.  E.  I.  Lewis,  Chairman, 
Public  Service  Commission, 
Indianapolis,  Ind. 

Dear  Mr.  Lewis: 

I  regret  that  I  shall  be  unable  to  attend  the  coming  convention  of 
the  National  Association  in  your  city.  Mr.  Powell  and  I  resigned 
from  the  Nebraska  Commission  on  the  first  instant  and  entered  the 
practice  of  commerce  law;  and  business  engagements  prevent  either 
of  us  attending  the  convention. 

I  enclose  a  letter  to  Mr.  Jackson  of  the  Wisconsin  Commission, 
who  is  a  member  of  the  committee  on  State  and  Federal  Legislation 
of  which  I  am  chairman.  Will  you  kindly  deliver  the  letter  with  the 
papers  attached  thereto  to  Mr.  Jackson,  and  greatly  oblige 

Yours  very  truly, 

V.  E.  WILSON 


LINCOLN,  NEB.,  October  11,  1919 
Hon.  Carl  D.  Jackson,  Chairman, 
Railroad   Commission, 
Madison,   Wis. 

Dear  Mr.  Jackson : 

I  shall  not  be  at  the  Association  convention  in  Indianapolis  next 
week  on  account  of  having  resigned  from  the  Nebraska  Commission 
on  the  first  instant.  Mr.  Powell  resigned  with  me  and  we  have  entered 
the  practice  of  commerce  law,  as  you  will  note  from  the  letter  head. 
I  beg  to  ask,  therefore,  that  you  attend  to  the  matter  of  presenting 
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the  report  of  the  committee  on  State  and  Federal  Legislation  to  the 
convention.  I  enclose  a  copy  of  the  report  herewith  but  the  secretary 
will  doubtless  have  printed  copies  at  the  convention. 

I  am  just  in  receipt  of  a  letter  from  Mr.  Shaughnessy,  a  member 
of  the  committee,  approving  of  the  report,  subject  to  certain  reserva- 
tions and  additions,  which  he  asks  to  have  presented  to  the  convention. 
I  enclose  the  letter  herewith. 

\Yith  best  wishes  for  the  successs  of  the  convention,  I  remain 

Yours  very  truly, 

V.  E.  WILSON 


REPORT   OF  THE  COMMITTEE  ON   SAFETY   OF 
RAILROAD   OPERATION 

President  ELMQUIST:  I  will  ask  Mr.  Forward  to  present  the  report 
of  the  Committee  on  Safety  of  Railroad  Operation. 

Mr.  ALEXANDER  FORWARD  (Va.)  :  Mr.  President,  I  merely  present 
the  report  of  the  Committee  on  Safety  of  Railroad  operation,  of  which 
my  colleague,  Judge  Rhea,  is  a  member.  It  is  lengthy,  and  I  do  not 
believe  it  is  necessary  to  read  it.  Copies  are  available  for  the  members 
of  the  Association. 

(The  report  follows:) 

To  the  National  Association  of  Railway  and  L'tilitics  Commissioners: 

The  era  of  operation  of  the  railroads  of  this  country  by  the  Federal 
government  appears  to  be  drawing  to  a  close,  and  tin-  public  mind  is 
taken  up  to  a  very  considerable  extent  with  the  solution  of  the  problem 
of  the  future  operation  and  regulation  of  the  railroads.  In  connection  . 
with  these  threat  problems  which  so  vitally  affect  the  welfare  and 
i.erity  of  our  country,  the  question  of  safety  of  railroad  employ- 
ment and  travel,  which  is  at  all  times  a  matter  of  immediate,  personal 
concern  to  each  one  of  us,  has  received  but  scant  if  any  attention.  It 
-((•ins  eminently  fitting,  therefore,  to  pause  and  consider  whether  in 
this  day  of  epoch-making  changes  the  time  has  not  arrived  for  the 
adoption  of  a  systematic  program  for  the  express  purpose  of  enhancing 
the  safety  of  railroad  operation. 

Specific  measures  to  that  end  are  not  wanting,  nor  are  they  difficult 
to  apj.lv.  As  was  stated  in  the  report  of  this  committee  last  year, 
practically  all  the  recommendations  that  have  been  made  for  improved 
safety  conditions  have  had  in  view  merely  the  adoption  by  all  railroads 
of  the  improved  practices  and  safe-guards  used  by  the  most  progressive 
and  advanced  railroad^;  the  general  adoption  of  the  best  devices, 
methods  and  practices  which  have  been  developed  a-  a  result  of  ye 
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of  experience  would  unquestionably  result  in  a  material  decrease  in 
the  annual  casualty  record. 

It  was  suggested  a  year  ago  that  certain  reforms  which  have  long 
been  advocated  by  this  Association  and  by  the  Interstate  Commerce 
Commission  could  be  accomplished  with  comparative  ease  and  facility 
through  appropiate  action  by  the  United  States  Railroad  Administration. 
Chief  among  these  were  the  extension  of  the  block  system  to  all  lines 
under  Federal  control,  and  the  establishment  of  uniform  operating 
rules.  The  block  signal  stastistics  compiled  by  the  Interstate  Commerce 
Commission  as  of  January  1,  1919  indicated  that  during  the  preceding 
year  there  was  a  decrease  of  1430  miles  of  road  in  the  total  mileage 
operated  by  the  manual  block  system  and  an  increase  of  1796  miles  of 
road  in  total  mileage  operated  by  the  automatic  block  system,  or  a 
net  increase  of  366  miles  of  road  operated  by  the  block  system. 

A  study  of  the  block  signal  statistics  for  the  past  ten  years  discloses 
the  need  for  an  orderly  and  systematic  program  for  the  extension  of 
this  system.  The  following  tabulation  gives  the  total  miles  of  road 
operated  by  the  block  system  for  each  year,  the  automatic  and  non- 
automatic,  block  signal  mileage  also  being  shown  separately,  as  well  as 
the  net  increase  or  decrease  per  year  in  block  signal  mileage. 


Automatic  Block  Nonautomatic  Block      Total  Miles  of  Road1  Increase 

Year  Miles  of  Road      Miles  of  Road     Block  Signalled        Per  Year 


1919 

36  989.4 

62  908.3 

99  897.7 

366.0 

1918 

35  193.1 

.64  338.6 

99  531.7 

1  123.8 

1917 

32'  954.6 

65  453.3 

98  407.9 

1  832.3 

1916 

30  942.5 

65  633.1 

96  575.6 

33.0* 

1915 

29  863.5 

66  745.1 

96  608.6 

9  871.7 

1914 

26  569.3 

60  167.6 

86  736.9 

2  787.1 

1913 

22  218.8 

61  731.0 

83  949.8 

7  540.1 

1912 

20  334.9 

56  074.8 

76  409.7 

5  140.6 

1911 

17  711.5 

53  557.6 

71  269.1 

5  511.1 

1910 

14  237.7 

51  520.3 

65  758.0 

"Decrease. 

From  this  tabulation  it  will  be  noted  that  during  the  period  from 
1911  to  1915  inclusive  there  was  a  considerable  increase  each  year  in 
block  signal  mileage,  the  average  increase  during  that  period  being 
6,170.1  miles  per  year.  From  that  time  until  1919  the  extension  of  the 
block  system  per  year  was  very  much  reduced,  the  average  for  that 
period  being  only  822.3  miles  per  year.  During  the  latter  period  also 
there  was  an  actual  decrease  of  3,836.8  miles  of  road  in  the  total  mileage 
operated  by  the  manual  block  system. 

In  one  respect  the  trend  indicated  by  these  statistics  is  encou raging : 
there  has  been  a  material  and  comparatively  uniform  increase  from 
yeaf  to  year  in  automatic  block  signal  mileage.  In  1910  there  were 
14,237.7  miles  of  road  operated  by  the  automatic  block  system,  while 
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in  1919  this  mileage  had  increased  to  36,989.4  the  average  increase 
per  year  for  that  period  being  2,5^7.9  miles.  The  advantage  of  the 
automatic  block  system  from  the  standpoint  of  safety,  as  well  as  from 
the  standpoint  of  increased  track  capacity,  are  well  known  and  univer- 
sally recognized,  and  any  material  extension  of  the  use  of  this  system 
marks  a  proportionate  increase  in  the  safety  of  railroad  operation. 
Hut  even  in  normal  times  automatic  block  signals  are  expensive  to 
install,  and  under  present  conditions  in  view  of  the  high  cost  of  both 
material  and  labor,  the  cost  of  installing  automatic  block  signals  is 
considered  by  many  as  practically  prohibitive.  Furthermore,  in  view  of 
the  financial  conditions  confronting  many  railroads,  large  expenditures 
for  improvements  of  this  character  are  not  being  made.  It  therefore 
is  very  probable  that  until  railroad  conditions  have  become  siabilized 
there  will  be  but  little  if  any  voluntary  increase  in  automatic  block 
signal  mileage  on  the  railroads  of  this  country. 

But  as  has  frequently  been  pointed  out  and  as  was  stated  in  the  report 
of  this  Committee  last  year,  there  are  many  situations  where  the  manual 
block  system  can  be  placed  in  effect  merely  by  the  revision  of  operating 
rules  and  with  comparatively  little,  if  any,  increased  expenditure  for 
operation.  The  manual  block  system  when  placed  in  effect  on  lines 
where  the  block  system  is  not  at  present  in  operation  affords  a  materially 
increased  factor  of  safety,  and  on  such  lines  where  present  operating 
conditions  require  improvement  and  means  are  not  available  for  install- 
ing the  more  expensive  automatic  block  system,  the  adoption  and  use  of 
the  manual  block  system  are  urgently  advocated. 

In  this  connection  the  need  of  proper  maintenance  of  block  signal 
apparatus,  and  the  necessity  for  careful  supervision  over  operating 
practices  cannot  be  too  strongly  emphasized.  Only  a  few  months  ago 
a  serious  accident  occurred  which  was  caused  by  failure  of  a  railroad 
company  properly  to  maintain  automatic  block  signals,  and  the  investi- 
gation disclosed  that  it  was  a  comparatively  common  occurrence  for 
the  dispatcher  to  issue  an  order  to  disregard  danger  signal  indications 
on  account  of  one  or  more  automatic  block  signals  being  out  of  order. 
After  a  railroad  has  incurred  the  initial  expense  required  for  the 
installation  of  an  automatic  block  signal  system,  the  expenditure  for 
maintenance  which  is  necessary  to  keep  the  apparatus  in  proper 
operating  condition  and  thus  render  available  the  protection  which  the 
system  is  designed  to  afford,  is  comparatively  slight,  and  it  is  little  short 
nf  criminal  to  permit  safety  devices  of  this  character  to  he  neglected  an«l 
disregarded.  Frequently  it  is  found,  also,  that  lax  methods  and 
practices  exist  in  connection  with  the  operation  of  the  manual  block- 
in,  and  in  many  cases  these  practices  are  disclosed  only  by  in- 
vestigation of  accidents  which  have  resulted  because  of  them.  These 
conditions  point  to  the  necessity  of  the  most  rigid  supervision  by  all 
state  and  federal  having  jurisdiction  in  the  prcnn 

During  the  past  year  there  have  been  several  serious  accidents  which 
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were  caused  by  enginmen  failing  to  observe  and  heed  block  signal 
indications,  and  these  accidents  have  further  demonstrated  the  need 
for  an  automatic  train  control  device  which  will  insure  that  a  train 
will  be  brought  to  a  stop  whenever,  for  any  reason,  the  engineman 
fails  to  observe  and  obey  a  danger  signal  indication.  Among  the  more 
disastrous  recent  accidents  of  this  character  are  those  which  occurred 
at  South  Byron,  N.  Y.,  on  the  New  York  Central  Railroad,  at  Fort 
Washington,  Pa.,  on  the  Philadelphia  &  Reading  Railroad,  and  near 
Atlantic  City,  N.  J.,  on  the  West  Jersey  and  Seashore  Railroad. 

The  subject  of  automatic  train  control  devices  has  been  given  a 
great  deal  of  attention  during  the  past  few  years.  The  Interstate 
Commerce  Commission  conducted  extensive  investigations  and  tests 
of  devices  of  this  character  beginning  in  1907  and  continuing  to  the 
present  time. 

One  of  the  problems  which  still  confront  those  of  us  who  are 
directly  concerned  with  the  question  of  safety  in  railroad  operation 
is  that  of  securing  uniformity  of  railroad  operating  rules.  Uniform- 
ity in  railroad  operating  rules  has  been  urged  for  many  years  as  a 
safety  measure.  While  the  operating  rules  on  most  railroads  in  this 
country  are  based  upon  the  standard  code  of  the  American  Railway 
Association,  there  is  nevertheless  a  wide  variation  in  the  requirements 
of  specific  rules  on  different  roads,  and  when  railroad  employees 
move  from  place  to  place,  and  leave  the  service  of  one  railroad 
company  to  secure  employment  on  another,  this  variation  in  rules 
assumes  proportions  of  grave  consequence  from  the  standpoint  of 
safety. 

The  need  of  inspection  tracks  by  state  commissions  having  juris- 
diction with  respect  thereto,  has  greatly  increased  during  the  war 
period  on  account  of  reduced  supply  of  rails  and  ties  which  were 
available  for  renewals,  as  well  as  difficulty  in  securing  adequate  labor 
for  proper  track  maintenance. 

Safety  of  operation  in  a  physical  sense  deals  with  the  selection 
and  use  of  suitable  materials  for  track  construction  and  that  of 
equipment.  Primarily  it  is  an  engineering  problem  to  define  those 
grades  of  steel  which  will  best  meet  service  requirements.  Specifica- 
tions as  they  are  drawn  are  intended  to  procure  material  suitable 
for  specific  purposes,  whether  for  rails,  wheels,  or  axles,  or  other  parts 
of  the  rolling  stock.  It  is  a  highly  technical  matter  to  adjust,  and 
one  which  occupies  considerable  attention  on  the  part  of  railroad 
engineers.  That  the  subject  has  not  been  definitely  settled  is  shown 
by  the  revisions  of  specifications  which  are  not  of  infrequent  occur- 
rence. 

The  success  of  any  grade  of  steel  in  meeting  service  conditions 
does  not  depend  altogether  upon  its  original  properties,  however.  Much 
importance  attaches  to  the  matter  of  maintenance  after  the  material 
has  been  placed  in  service.  In  fact,  it  is  a  vital  consideration  that 
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good  maintenance  be  observed,  particularly  in  respect  to  track  condi- 
tions. The  margin  of  safety,  at  best  none  too  great,  may  become 
exhausted  in  the  absence  of  proper  maintenance. 

Evidence  of  approaching  failure  in  steel  members  is  not  always 
manifested,  although  there  are  types  of  failure  in  which  premonitory 
symptoms  are  displayed  in  the  rails.  This  fact  emphasizes  the 
imperative  need  of  such  rigid  track  inspection  and  maintenance  that 
conditions  which  are  known  to  tend  toward  failure  may  be  avoided. 

It  is  quite  fortunate,  in  the  interest  of  safety,  that  well  maintained 
track  is  readily  recognized  as  such,  that  outward  evidence,  easily 
seen  by  all  of  proper  qualifications,  is  a  reliable  factor.  Instances 
have  been  brought  to  notice  in  which  there  has  been  apparent  neglect 
in  observing  the  rules  of  safety  in  track  maintenance.  This  branch 
of  the  subject  of  saftey  of  operation  constitutes  one  upon  which  it 
is  believed  the  influence  of  this  Association  can  be  exerted  with 
beneficial  results.  It  constitutes  the  one  direction  which  promises 
to  yield  the  most  immediate  results. 

Many  accidents  are  directly  traceable  to  defective  track  conditions, 
and  others,  in  which  the  failures  of  rails  were  the  proximate  causes, 
were  precipitated  by  previous  defective  state  of  maintenance.  The 
approach  of  rupture  in  rails,  as  previously  remarked,  can  not  always 
be  foretold ;  in  some  types  of  failure  it  is  entirely  unheralded  by 
any  manifestations  which  admit  of  discovery  in  the  track.  Track 
inspection,  however  rigid  it  may  be,  is  impotent  against  the  type  of 
failure  known  as  a  transverse  fissure,  one  of  the  interior  origin. 
Other  means  must  be  employed  to  attain  immunity  from  this  peculiar 
type  of  failure. 

Bridges  commonly  demand  less  frequent  attention  than  track  and 
rails.  The  essential  difference  between  a  bridge  and  a  rail  is  found 
in  the  manner  of  carrying  or  supporting  the  loads.  In  bridge  con- 
struction there  is  maintained  a  definite  relation  between  the  total 
load  and  the  number  of  square  inches  of  supporting  metal,  which 
is  restricted  to  a  certain  stress  per  square  inch.  This  is  generally 
established  at  16,000  pounds  per  square  inch  as  a  maximum.  On 
the  head  of  a  rail  the  pressure  per  square  inch,  not  infrequently 
reaches  a  mean  of  80,000  pounds  per  square  inch,  a  remarkable 
increases  on  a  rail  over  that  which  is  regarded  in  engineering  practice 
as  a  safe  load  for  a  bridge  member  to  sustain. 

This  concentration  of  heavy  loads  on  wheels,  which  has  now 
reached  a  maximum  of  35,000  pounds  on  a  driving  wheel,  constitutes 
the  essential  difference  between  track  stresses  and  those  of  other 
engineering  structures.  It  is  one  of  the  features  which  lead  to  much 
and  anxiety  in  railroad  operation.  Wheel  loads  have  been  in- 
creased t«>  siu-h  a  degree  in  modern  equipment  that  no  immed 
amelioration  from  their  effects  seems  attainable.  The  dimensions  of 
rails  have  heeen  increased  from  the  maximum  weight  of  say  100 
pounds  per  yard  of  comparatively  recent  years  up  to  130  and  136 
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pounds  per  yard.  This  increase  in  weight  has  added  about  one-third 
to  the  section  modulus  of  the  rail,  thereby  reducing  the  stresses  in 
the  rails  in  a  corresponding  degree.  This  circumstance  would  in 
the  case  of  distributed  loads  be  of  decided  advantage.  Yet,  in  the 
case  of  the  rails,  tlu-  impinging  stress  remains  practically  the  same 
as  before,  the  mean  intensity  of  pressure  on  the  head  not  materially 
reduced  from  80,000  pounds  per  square  inch  in  round  numbers. 

In  whatever  direction  the  turn  is  made,  in  the  effort  to  ameliorate 
conditions  in  the  interests  of  safety,  this  high  impinging  pressure 
of  the  wheel  load  on  the  head  of  the  rail  interposes  itself  as  an 
insurmountable  obstacle.  There  is  a  limit  beyond  which  any  known 
grade  of  steel  cannot  endure  a  rolling  load  without  ending  in  rupture. 
A  consideration  of  the  effects  of  high  wheel  loads  presents  itself  as 
a  safety  problem.  Specifications  and  tests  for  the  acceptance  of 
rails  do  not  touch  upon  this  vital  feature.  It  is.  however,  being  given 
careful  attention  in  the  investigation  of  accidents  conducted  by  the 
Interstate  Commerce  Commission,  many  instances  of  which  have 
been  influenced  and  precipitated  by  this  cause. 

Through  the  interchange  of  motive  power,  under  recent  conditions 
of  operation,  certain  weaknesses  of  track  have  been  displayed,  illus 
trating  the  narrow  margin  which  had  existed  between  ordinary  service 
conditions  and  overstraining  loads  from  heavier  equipment.  Flat 
wheels,  and  wheels  lacking  in  rotundity  cause  increased  stresses  on 
the  track,  a  matter  of  common  knowledge.  It  is  apparent  that  similar 
effects  will  attend  the  use  of  rails  in  which  the  tie  spacing  and 
tamping  is  irregular.  Uneven  support  of  the  rails  introduces  a 
condition  paralleling  in  kind,  if  not  always  in  degree,  the  use  of 
wheels  which  are  out  of  round.  Good  maintenance  of  track  is  a 
corrective  measure  for  each  of  these  influences  and  constitutes  an 
important  factor  in  safety  of  operation. 

C.  C.  McCnoRD,  Chairman 
T.  E.  WOOD 
WM.  F-  RHEA 
A.   P.  ANDERSON 
C.  F.  DUPUIS 


Mr.  FORWARD:  I  move  you,  Mr.  Chairman,  that  the  report  be 
received  and  filed. 

(The  motion  was  seconded.) 

President  ELMQUIST:  This  report  has  been  written  by  Judge 
McChord  in  his  usual  comprehensive  style.  It  contains  facts  of  very 
great  value  and  will  be  an  important  contribution  to  the  proceedings 
of  this  convention. 
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Motion  has  been  made  and  seconded  that  the  report  be  received  and 
printed.  Are  you  ready  for  the  question. 

(The  question  was  called  for  and  the  motion  adopted  by  a  viva  voce 
vote.) 

President  ELMQUIST:  Mr.  \Y-eed.  are  you  ready  to  report  on  the 
publication  of  decisions  of  the,  Commission  ? 

(Mr.  A.  R.  Weed  (Mass.)  as  Chairman  of  the  Committee  presented 
the  following  report:) 


REPORT     OF     COMMITTEE     ON     PUBLICATION     OF 
DECISIONS    AND    ORDERS    OF    STATE   COMMISSIONS 

To  the  National  Association  of  Railway  and  Utilities  Commissioners: 

At  the  annual  meeting  of  the  Association  in  November,  1918,  the 
report  of  the  Committee  on  Publication  of  the  Decisions  and  Orders 
of  State  Commissions  called  attention  to  the  expiration  of  the  guar- 
anty on  December  31,  1919,  which  had  insured  the  continuance  of  the 
"Public  Utilities  Reports,  Annotated,",  for  the  past  five  years,  and  the 
danger  of  their  discontinuance  unless  a  substantial  increase  in  the 
subscription  list  was  secured  this  year.  This  report  led  the  Association 
to  adopt  the  following  resolution : 

WHEREAS,  the  Report  of  the  Committee  on  Publication  of  the  Decisions 
and  Orders  of  State  Commissions,  after  investigation  for  the  past  year,  rec- 
ommends, in  order  to  insure  the  permanency  of  the  "Public  Utilities  Reports, 
Annotated,"  as  a  publication  of  the  Commissions'  decisions,  (1)  that  each 
Commission  endeavor  to  bring  about  in  its  own  State,  in  a  manner  best  suited 
to  local  conditions  and  customs  in  such  matters,  a  distribution  of  at  least 
twenty  (20)  sets  on  the  average,  as  indicated  in  the  Report,  (2)  that  each 
Commission  that  has  not  already  done  so,  arrange  to  take  for  its  own  use  at 
five  (5)  copies,  and  (3)  that  all  possible  assistance  be  given  the  Publishers 
and  the  Guarantors'  Committee  during  the  ensuing  year,  in  any  effort  they  can 
make  toward  the  desired  end,  and 

WHEREAS,  the  Executive  Committee  of  this  Association  believes  that  the 
continuance  of  the  publication  is  of  great  importance  to  the  cause  of  Commis- 
sion regulation  and  of  assistance  and  value  to  the  Commissions,  and 

WHEREAS,  the  representatives  of  the  Publishers  and  of  the  Guarantors 
have  appeared  before  the  Executive  Committee  of  this  Association  and  have 
expressed  their  willingness  to  co-operate  with  the  Committee  on  Publication 
of  Decisions  in  working  cut  plans  for  securing  the  necessary  distribution  of 
these  Reports, 

NOW,  THEREFORE,  BE  IT  RESOLVED,  by  this  Association  that  the 
Committee  on  Publication  of  Decisions  and  Orders  of  State  Commissions  be 
continued,  and  that  said  Committee  be  authorized  and  empowered  to  take  up 
with  each  Commission  the  mrans  and  methods  of  carrying  out  the  above  rec- 
ommendations in  their  resj*  ;ind 

IT    FURTHER    RESOLVED,    that    said    Committee   on  Publication    of 

bo  anthori/od  and  empowered  to  co-operate  with  the  Publishers  and 

the  Guarantors   in    MK  b  way  and  to   such  extent  as  may  seem  proper  for  the 
accomplishment  of  the  objects  in  view. 
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After  the  appointment  of  your  Committee  conferences  were  held 
with  the  representatives  of  the  Guarantors'  Committee  and  a  letter 
was  sent  to  the  chairman  of  each  Commission  in  the  Association,  a 
copy  of  which  is  attached  (Appendix  A  ),  with  the  draft  of  a  sug- 
gested letter  to  be  sent  by  the  members  to  judges  and  other  public 
officials  interested. 

This  request  met  with  a  sympathetic  response  from  many  members. 
It  was  followed  up  by  further  letters  in  April  and  in  September.  Your 
Committee  is  convinced  that  so  far  as  might  be  done  with  propriety 
the  members  of  the  Association  endorsed  the  Reports  and  urged  sub- 
scriptions. The  result,  however,  proved  disappointing,  and  during  the 
first  six  months  of  the  current  year  only  185  new  subscriptions  had 
been  secured  as  against  1,000  needed  to  assure  the  permanence  of  the 
publication,  '\\liile  recognizing  the  value  of  the  Reports  and  deploring 
their  possible  discontinuance,  your  Committee  felt  that  it  had  reached 
the  limit  of  its  proper  activities  when  it  had  acquainted  the  members 
of  the  Association  fully  with  the  exigencies  of  the  situation.  State 
and  county  libraries,  judges  and  other  public  officials  possibly  inter- 
ested in  the  Reports  have  had  placed  before  them  the  Association's 
endorsement.  The  public  utility  field  and  the  restricted  number  of 
lawyers  and  engineers  whose  practice  brings  them  in  contact  with  utility 
problems  have  been  thoroughly  canvassed  by  the  publishers  and  the 
Guarantors'  Committee. 

There  can  be  no  question  of  the  value  of  the  Reports  to  an  intelli- 
gent and  progressive  development  of  the  regulation  of  public  utilities. 
All  agree  that  the  editors  of  the  Reports  have  discharged  a  difficult 
task  with  discrimination  and  understanding,  and  no  criticism  has 
reached  your  Committee  of  the  selections  of  decisions  for  full  publi- 
cation. Many  of  the  notes  on  particular  subjects  have  gathered  into 
a  compact  and  accessible  form  comments  and  discussions  by  the  various 
commissions  of  the  utmost  importance  to  one  engaged  in  their  study. 
The  difficulties  of  access  to  such  material  before  the  publication  of  the 
Reports  were  almost  insurmountable. 

It  is  doubtless  true  that  in  the  end  the  permanence  of  the  publication 
must  rest  on  a  sufficiently  wide-spread  recognition  of  the  value  of  the 
Reports  to  bring  them  proper  financial  support.  Meantime,  while 
the  members  of  the  Association  cannot  with  propriety  actively  solicit 
subscriptions,  they  can  at  least  give  the  Reports  their  support  and 
endorsement  whenever  proper,  and  official  recognition  by  citation  in 
decisions  and  correspondence.  Thereby  the  threatened  discontinuance 
of  the  publication  may  perhaps  be  postponed  and  possibly  averted. 

One  thing  which  has  without  doubt  caused  embarrassment  to  the 
publishers  and  rendered  the  Reports  less  marketable  is  the  occasional 
prolixity  and  obscurity  of  decisions.  It  is  difficult  to  sustain  interest 
in  page  after  page  of  statistics  and  tables  when  one  is  not  concerned 
in  the  immediate  cause  of  the  controversy  or  the  details  of  its  trial, 
"but  rather  in  the  principles  stated  and  discussed  upon  which  the  de- 
cision rests.  These  alone  are  the  matters  permanently  useful  and 
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broadly  significant.  In  a  recent  volume  of  the  Reports  there  were  at 
least  five  decisions  exceeding  forty  pages  in  length,  and  one  of  the  five 
was  one  hundred  pages,  and  two,  seventy-five  pages  each.  It  may 
well  be  that  to  the  parties  involved  many  of  the  tables,  rate  schedules 
and  like  material  are  necsssary  to  a  clear  understanding  of  the  applied 
conclusions  reached  by  the  Commissions.  But  space  might  be  saved 
and  the  mind  carried  forward  with  less  likelihood  of  distraction  if  such 
matters  were  relegated  to  the  status  of  supplementary  appendices, 
and  all  purely  formal  orders  in  specific  cases  excluded  from  the  Reports. 

The  methods  prevailing  in  the  trial  of  rate  cases  encourage  the 
raising  of  countless  minor  issues  over  details  in  appraisals  and  operat- 
ing costs.  Any  result,  however,  which  is  built  up  merely  by  the  pains- 
taking decision  of  each  of  these  issues,  will  be  artificial  in  the  extreme 
and  may  obscure  the  broader  and  more  fundamental  questions  at  issue. 
Unlike  judicial  proceedings  the  decision  of  rate  cases  does  not 
depend  upon  the  determination  of  disputed  facts  but  upon  reaching  a 
sound  conclusion  as  to  the  probable  effect  of  an  established  <>r  proposed 
rate  or  schedule  of  rates.  In  such  cases,  and  for  that  matter  in 
any  case,  it  is  important  to  know  the  material  issues  tried  and  the 
conclusions  reached  with  such  clear  and  brief  discussion  of  principle 
and  public  policy  and  such  statement  of  fact  or  evidence  as  will  com- 
mand the  interest  and  conviction  of  the  reader.  Few,  save  those  directly 
affected,  have  the  time  or  patience  to  master  long  decisions  complicated 
by  many  details,  and  yet  it  cannot  be  too  often  emphasized  that  the 
success  of  regulation  depends  on  the  measure  of  respect  and  confidence 
and  intelligent  support  which  the  commissions  inspire  not  only  in  the 
parties  immediately  before  them  but  in  the  public  as  well. 

These  suggestions  are  made,  not  with  any  purpose  of  plucking  the 
mote  out  of  a  brother's  eye,  but  with  a  sad  consciousness  of  the  case 
of  committing  the  indiscretions  which  have  been  mentioned.  Any  im- 
provement in  the  material  furnished  the  publishers  for  inclusion  in 
the  Reports  rests  solely  with  the  members  of  the  Association.  It  may 
well  be  that  such  improvement  might  save  measurably  in  the  expensje 
of  editing  and  in  the  number  of  volumes  annually  deemed  essential 
to  cover  the  field.  Thereby,  even  if  the  subscription  list  is  not  sub- 
stantially increased,  the  permanence  of  the  publication  may  perhaps 
be  assured. 

Your  Committee  recommends  that  the  Association  a.uain  place  «  n 
record  its  appreciation  of  the  value  of  the  Reports  and  its  purpose, 
SO  far  as  this  may  be  done  with  propriety,  to  co-operate  with  and  support 
the  publishers  in  continuing  the  publication. 

Respectfully  submitted, 

ALONZO  R.  WEED 
WILLIAM  D.  B.  AINEY 
JAMES   B.  WALKI  K 

Committee    on    Publication    of    Decisions    and 
Orders  of   State  Commissions. 


220  NATIONAL    ASSOCIATION    OF    RAILWAY 

APPENDIX  A. 
COPY  OF  LETTER  SENT  TO  STATE  COMMISSIONS. 

NATIONAL  ASSOCIATION  OF  RAILWAY  AND  UTILITIES 
COMMISSIONERS 

49  Lafayette  Street 
New   York 

March  15,  1919. 
Dear   Mr.    Chairman : 

At  the  recent  convention  of  the  National  Association  of  Railway  and  Utilities 
Commissioners,  the  Committee  on  Publication  of  Decisions  of  State  Commis- 
sions was  continued  and  directed  to  carry  out  the  resolutions  adopted  with 
reference  to  perpetuating  the  "Public  Utilities  Reports,  Annotated."  A  copy 
of  the  resolutions  is  enclosed  for  your  information.  We  believe  that  the  value 
of  the  reports  cannot  be  too  strongly  emphasized  or  the  possibility  of  their 
discontinuance  too  earnestly  deplored. 

As  we  see  the  problem  presented  by  these  resolutions,  it  will  be  advisable 
for  each  Commission  to  take  action  along  one  or  more  of  the  following  lines  : 

First— To  request  the  Secretary  of  State  of  your  State  to  purchase 
not  less  than  25  sets  of  Reports  for  distribution  to  the  State's  judges 
and  attorneys  and  other  public  officers  and  law  libraries. 

Second — Letters  may  be  addressed  by  your  Commission  to  the  State 
judges,  attorneys  and  public  officers,  calling  their  attention  to  the  Reports 
(form  of  letter  recommended  is  enclosed)  and  urging  upon  them  the  im- 
portance of  completing  the  State's  quota  in  support  of  the  cause  and 
perpetuation  of  State  Commission  regulation. 

Third — A  recommendation  may  be  made  for  legislative  appropriations 
sufficient  to  cover  the  State  quota  at  $32.50  a  set  per  annum,  with  letters 
from  judges,  attorneys  and  other  State  officials  desiring  copies,  attached. 

Fourth — To    subscribe    to   five   sets   of    the   Reports. 

Other  lines  of  procedure  may  suggest  themselves  to  your  Commission  upon 
further  consideration  of  the  problem,  but  owing  to  the  short  time  remaining 
for  the  Publishers'  final  decision  as  to  continuing  the  Reports,  the  promptest 
possible  action  should  be  taken.  We  are  assured  by  the  Publishers  that  if 
the  State  quotas  are  secured  before  December  31st  next,  the  Reports  will  be 
continued  indefinitely. 

The  Guarantors'  Committee  have  arranged  to  have  their  representative,  Mr. 
J.  H.  Hubbard,  confer  with  you  at  your  convenience,  should  you  wish  it,  and 
to  take  full  charge  of  the  details  of  any  plan  that  you  may  decide  upon, 
whether  along  the  lines  above  suggested  or  other  lines. 

Will   you   kindly   let   us   hear   from   you   at  the  earliest  possible   moment? 

Very   truly   yours, 

(Signed)  ALONZO  R.  WEED 
WM.  D.  B.  AINEY 
JAMES  B.  WALKER 

Committee  on   Publication  of   Decisions. 
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(Enclosure) 

DRAFT  LETTER  FOR  STATE  COMMISSIONS  TO 
ADDRESS  TO  JUDGES,  ETC. 

Dear  Sir: 

We  wish  to  call  to  your  attention  a  matter  that  is  of  vital  importance  to 
the  cause  of  State  Commission  regulation.  Four  years  ago,  a  series  of  Reports, 
known  as  "Public  Utilities  Reports,  Annotated,"  was  inaugurated,  for  the  pur- 
pose of  bringing  together  with  proper  indexes,  head-notes  and  annotations, 
the  decisions"  of  the  Public  Service,  Railroad  and  Corporation  Commissions 
of  the  Country,  as  well  as  the  decisions  of  the  Courts  of  last  resort  on  appeal 
from  Commissions'  decisions.  This  series  has  now  become  the  standard  pub- 
lication and  has  been  officially  endorsed  by  the  National  Association  of  Railway 
and  Utilities  Commissioners. 

We  believe  that  the  Judges  and  Attorneys  of  the  State,  whose  attention  is 
being  called  more  and  more  frequently  to  questions  of  public  service  law  and 
the  problems  of  public  regulation,  will  be  glad  to  have  a  set  of  these  Reports 
at  hand  for  current  use. 

\\"e  are  confronted  at  this  time  with  the  problem  of  making  this  a  self- 
sustaining  publication  before  December  31st  next.  Under  the  direction  of  the 
Committee  on  Publication  of  Decisions  of  the  National  Association  of  Railway 
and  Utilities  Commissioners,  State  quotas  of  subscriptions  have  been  made  up, 
that  of  being 

This  Commission  has  already  placed  several  subscriptions  in  support  of  the 
movement,  and  we  shall  be  glad  to  have  your  assistance  in  fulfilling  the 
State's  quota  by  making  requisition  in  favor  of  the  Lawyers  Co-operative  Pub- 
lishing Company.  Rochester,  New  York,  for  a  set  through  the  proper  State 
channels.  The  Cost  of  the  Reports  is  $32.50  a  year,  which  includes  six  bound 
volumes  and  a  digest  annually  as  well  as  fortnightly  advance  sheets.  The 
Reports  to  date  cost  $130.00,  but  subscriptions  may  be  entered  beginning  with 
the  present  year. 

Trusting  that  you  will  see  your  way  clear  to  co-operate  with  us,  we  beg  to 
remain, 

Very  truly  yours, 


Mr  \\i.n>:  Since  the  report  was  printed,  while  the  subscription 
list  has  not  increased  this  year  to  the  extent  it  was  hoped,  the  publishers 
arc  trying  t<>  find  some  way  .  .f  o  .iitiniiiii^  the  publication  of  the 
reports  at  the  expiration  of  the  guarantee  period.  I  think  we  must  all 
be  agreed  that  it  would  be  exceedingly  desirable  to  have  that  done. 

The:  MIC  practical  questions  about  the  report  which  must  be 

considered  and  settled  by  the  publishers  in  the  next  six  months.    I  think 
there  has  been  some  consideration  of  the  question  as  to  whether  the 
number  of  the  reports  annually  mijjht  not  be  reduced  from  six  to  five. 
I  think  a  No  there  has  been  consideration  given  to  the  question  «.f  i> 
Further  there  is  some  material  published  in  the  reports  .is  TKUV  issued 
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that  might  possibly  be  omitted  without  decreasing  their  value 
substantially  and  yet  at  a  substantial  saving  in  the  cost  of  printing. 
For  instance,  I  believe  in  every  volume  of  the  report  there  is  a  complete 
list  of  Commissions.  I  should  think  that  might  be  printed  once  a  year, 
but  not  oftener  than  that.  Then  there  is  a  complete  list  of  cases  cited 
by  the  different  commissions,  even  though  not  actually  reproduced  in 
the  report  itself.  Many  of  those  cases  are  cases  which  probably  have 
no  more  than  a  local  interest,  and  they  are  printed,  I  suppose,  by  the 
publishers  to  indicate  that  they  have  not  been  ignored  or  overlooked 
by  the  publishers  in  the  report.  I  should  think  possibly  those  cases 
might  be  omitted  with  some  saving. 

In  any  event  it  does  not  seem  to  me  that  it  is  necessary  to  continue 
this  particular  committee,  but  I  should  think  it  would  be  wise  to  have 
this  matter  left  with  the  Executive  Committee  with  authority  to  take 
up  for  consideration  with  the  publishers  any  question  of  these  practical 
details  which  may  arise  within  the  next  few  months. 

I  therefore  move,  Mr.  President,  the  following  resolution : 

RESOLVED,  That  the  Association  again  records  its  appreciation  of 
the  value  of  the  Public  Utility  Reports  Annotated,  and  pledges  to  the 
publishers  its  co-operation  and  support  in  continuing  the  publication  of 
the  Reports  so  far  as  that  may  be  done  with  propriety,  and  that  the 
Executive  Committee  be  authorized  to  take  up  and  consider  with  the 
publishers  all  questions  which  may  from  time  to  time  arise  relative  to 
the  character  and  scope  of  the  publication. 

The  motion  was  seconded,  and  being  put  to  a  viva  voce  vote,  unani- 
mously prevailed.) 

President  -£LMQUIST  :  Mr.  Weed,  did  your  motion  embrace  the 
filing  and  printing  of  this  report. 

Mr.  W!EED:     No,  I  move  that  it  be  filed  and  printed. 

(This  motion  was  seconded.) 

Mr.  SHAW:     May  I  speak  just  a  moment  to  this  report? 

President  ELMQUIST:     Yes,  Mr.  Shaw. 

Mr.  SHAW:  Referring  to  page  3,  the  top  paragraph,  in  which 
attention  is  called  to  matter  which  might  be  eliminated  from  the  report 
and  save  both  paper  and  work,  let  me  say  that  possibly  I  am  as  guilty 
as  any  one  connected  with  this  Association  of  writing  long  opinions, 
but  nevertheless,  the  Commissioner  having  the  matter  before  him  must 
take  into  consideration  the  particular  case,  and  in  writing  his  opinion, 
he  must  frame  it  in  such  a  way  as  he  believes  mil  properly  inform  those 
who  are  interested,  and  also  will  conform  with  what  may  be  the  rulings 
of  the  court  in  the  various  jurisdictions. 

The  Illinois  Commission  has  been  reversed  by  the  court  in  two  or 
three  cases  for  lack  of  findings.  So  necessarily  in  my  mind  the  Com- 
missioner in  writing  an  opinion  must  take  into  consideration  the  peculiar 
conditions  under  his  jurisdiction. 
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I  have  in  mind  one  particular  case  in  which  it  was  requested  that 
there  be  published  in  the  Public  Utilities  Reports,  Annotated,  a  certain 
opinion  and  order  approved  by  the  Illinois  Commission.  The  request 
was  not  complied  with,  and  afterwards  a  demand  was  made  upon  the 
Commission  for  a  copy  of  the  opinion,  as  a  result  of  which  the  report- 
ing company  was  asked  why  the  opinion  had  not  been  published.  THey 
answered  that  the  order  was  too  long  and  contained  to  much  detail. 

As  a  result  of  the  correspondence  I  suggested  to  the  publishers 
that  they  might  assume  the  responsibility  of  editing  and  cutting  out  any 
provision  that  might  not  be  essential.  This  might  be  done  by  the 
Commission,  but  some  of  us  are  lucky  if  we  have  time  to  write  the 
opinions,  let  alone  editing. 

I  am  simply  calling  attention  to  this  because  my  own  opinion  is  that 
the  publishers  might  in  their  discretion  eliminate  certain  statistical 
matter  if  they  so  desire. 

Mr.  WEED:  My  attention  is  called  to  the  fact  that  this  Committee 
on  Publication  is  a  regular  standing  committee.  I  therefore  move  that 
we  reconsider  the  motion  previously  offered  so  that  we  may  have  a 
reference  to  the  Committee  on  Publication  of  Decisions  and  Orders 
of  State  Commissions  instead  of  to  the  Executive  Committee. 

(The  motion  was  seconded.) 

President  ELMQUIST:  Mr.  Weed,  the  author  of  this  report  moves 
to  reconsider  the  motion  by  which  the  resolution  was  just  adopted. 
His  attention  has  been  called  to  the  fact  that  the  Constitution  provides 
for  a  Committee  of  three  on  the  publication  of  Commissions'  decisions, 
and  therefore  the  resolution  just  adopted  is  in  conflict  with  the  constitu- 
tion. 

(The  motion  was  put  to  a  viva  voce  vote  and  adopted.) 

President  ELMQU/ST:  The  motion  is  carried  and  the  report  is  up 
for  reconsideration.  What  is  your  pleasure  with  it,  gentlemen? 

Mr.  WEED:  I  now  move  that  the  Committee  on  Publication  of 
Decisions  and  Orders  of  State  Commissions  be  substituted  for  the 
Executive  Committee. 

President  ELMQUIST:  Mr.  Weed  nnw  m<>\rx  t<>  amend  the  resolu- 
tion by  substituting  the  words  "Committee  on  Publication  of  Decisions 
and  Orders  of  State  Commissions,"  instead  of  the  Executive  Committee. 
N  there  any  diVusxion  ? 

(The  motion  was  seconded,  and  being  put  to  a  viva  voce  vote,  unani- 
mously prevailed.) 
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REPORT   OF  COMMITTEE   ON   TIME  AND   PLACE   OF 
NEXT   CONVENTION 

President  ELMOUIST:  Is  the  Committee  on  Time  and  Place  ready 
to  report? 

Mr.  J.  \Y.  McCARDLE  (Ind.)  :  Mr.  President,  your  Committee 
which  was  selected  to  recommend  to  this  convention  the  next  meeting 
place  begs  leave  to  submit  the  following  report : 

To  the  Xational  Association  of  Rai'icay  an  I  i'tilities  Commissioners: 

Gentlemen : 

Your  Committee  appointed  to  decide  upon  the  time  and  place  for 
the  holding  of  the  next  session  of  the  Association,  begs  leave  to  report 
that  invitations  to  hold  the  1920  session  were  received  from  St.  Louis 
Mo.,  Buffalo,  New  York,  Washington,  D.  C.,  Detroit,  Mich.,  Louisville, 
Ky.,  Cleveland,  Ohio,  Harrisburg,  Pa.,  Asbury  Park,  N.  J.  and  Seattle, 
Washington. 

After  considering  all  pertinent  matters,  it  was  moved,  seconded  and 
unanimously  carried  that  the  1920  session  be  held  at  the  city  of 
Washington,  D.  C.,  beginning  on  Tuesday  the  9th  day  of  November, 
1920, 

All  of  which  is  respectfully  submitted. 

J.  W.  MCCARDLE,     Ind. 
ALEXANDER  FORWARD,  Va. 
CHAS  WEBSTER,     Iowa. 
C.  W.  GREEN,  Kans. 
WILLIAM  M.  SMITH,  Mich. 

Committee  on  Time  and  Place  of  Next  Convention. 
Dated  October  15,  1919. 


Mr.   MCCARDLE:     I  think   Mr.   Cleland  of   Washington   also  voted 
unanimously  with  the  Committee  for  Washington,  D.  C. 

I  move  you,   Mr.   President,  that  the  report  of  the  Committee  be 
adopted. 

(The  motion  was  seconded,  and  adopted  by  a  unanimous  viva  voce 
vote.) 
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NATIONAL    CIVIC    FEDERATION    COMPILATION    OF 
PUBLIC  UTILITY  AND  RAILROAD  LAWS 

President  ELMQUIST:  Commissioner  Aitchison,  have  you  a  report 
to  submit  ? 

Mr.  AITCHISON:  Mr.  President,  in  1913,  the  National  Civic 
Federation  undertook  an  accurate,  thorough  and  exhaustive  compilation 
of  the  public  utilities  and  railroad  laws  of  the  various  states,  topically 
arranged.  That  publication  has  been  widely  distributed.  I  believe 
each  State  Commission  has  one  in  its  library.  It  is  a  useful  compilation, 
but  it  is  now  somewhat  out  of  date. 

Since  that  time  I  believe  two  Commissions  have  been  created,  and 
there  have  been  a  number  of  revisions.  In  the  ordinary  course  of  the 
work  of  the  Interstate  Commerce  Commission  I  have  been  asked 
several  times  to  prepare  statements  as  to  what  the  laws  of  the  various 
states  might  be  on  particular  subjects.  I  have  had  to  go  to  the  compila- 
tion of  the  National  Civic  Federation  as  a  base  and  then  check  that  as 
against  what  I  could  find  in  our  library,  which  was  a  very  tedious 
process,  in  order  to  compile  those  statements. 

It  has  been  suggested  by  some  of  the  members  of  the  Interstate 
Commerce  Commission  that  I  suggest  to  the  State  Commissioners  the 
desirability  of  some  co-operative  effort  which  will  result  in  bringing 
this  topical  index  up  to  date. 

We  thought  first  that  possibly  Mr.  Elmquist  could  undertake  it.  I 
asked  Professor  John  R.  Gray,  one  of  our  valuation  analysts,  at  this 
time,  however,  what  the  expense  had  been  in  the  preparation  of  this 
document,  and  he  told  me  that  for  the  editorial  work  alone  the  National 
Civic  Federation  had  spent  $30,000.  He  stated  that  the  detail  work 
would  mean  an  expenditure  of  several  thousand  dollars  for  the  Inter- 
state Commerce  Commission  to  undertake  the  compilation  of  a  suppli- 
ment. 

Commissioner  Hall  wishes  me  to  bring  this  suggestion  to  the 
attention  of  the  convention  as  to  whether  or  not  it  is  possible  by  a 
co-operative  arrangement  among  the  states  for  each  of  them  to  take 
the  skeleton  or  topical  arrangement  of  the  National  Civic  Federation 
and  dissect  their  own  laws  with  respect  to  legislation  enacted  since  1913. 
work  up  the  new  legislation  under  those  heads,  classify  it,  and  send  it 
in  to  the  central  office  of  this  Association  in  Washington  for  the  purpose 
of  having  it  there  compiled  and  getting  copies  made. 

Now  1  advance  this  suggestion  on  my  own  part,  that  if  the  copy  can 
be  prepared,  and  inasmuch  as  the  National  Civic  Federation  had 
interest  enough  in  the  matter  to  expend  $30.000.  plus  the  cost  of 
publication  in  1913.  it  prohahlv  or  pn^Jblv  would  he  willing  to  publish 
such  a  compilation  now.  bringing  the  work  down  to  date. 

I  Mii^cM.  :is  a  member  of  thU  V.S8OCiaHon,  that  the  matter  have 
seri<  deration,  because  the  utility  of  such  a  compilation  is 

obvious.  Tin-re  was  a  similar  compilation,  not  topically  arranged,  in 
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1907.  There  has  been  nothing  since.  I  suggest,  therefore,  that  this 
matter  be  referred  to  the  Executive  Committee  of  the  Association,  and 
that  that  Committee  be  asked  to  act  on  the  matter ;  and  in  the  meantime 
I  bring  it  before  you  gentlemen  so  you  can  be  thinking  it  over  and 
arranging,  if  the  Executive  Committee  decides  favorably  upon  it,  for 
carrying  out  the  work  in  your  own  states. 

(The  motion  was  seconded  and  adopted  by  a  unanimous  viva  voce 
vote.) 

UNIFORM  APPLICATION   OF  RULES  GOVERNING 
DEPRECIATION 

Mr.  AITCHISON:  Mr.  President,  there  is  one  other  matter  which 
concerns  the  Interstate  Commerce  Commission  that  I  think  ought  to 
be  brought  to  the  attention  of  the  State  Commissioners. 

I  remarked  last  night  in  the  talk  I  made  at  the  dinner,  that  we  had 
up  this  question  of  railroads  depreciation,  maintenance,  and  funds, 
and  how  they  are  to  be  applied,  and  their  relation  to  the  investment 
funds.  That  is  a  matter  of  tremendous  importance.  It  is  very  akin 
to  problems  which  have  been  handled  perhaps  in  divers  ways  by  the 
State  Commissions  with  reference  to  public  utilities. 

The  Interstate  Commerce  Commission  is  about  to  undertake  the 
formulation  of  some  rules,  and  we  ought  to  have  the  collective  assistance 
and  advice  of  the  State  Commissions  in  that  regard.  It  would  seem 
to  me  therefore  to  be  appropriate  that  the  Association  should  take  some 
means  of  being  represented  in  the  proceedings  that  we  are  about  to 
get  under  way,  and  which  have  already  been  started. 

President  ELMQUIST  :  Will  those  proceedings  involve  a  hearing? 

Mr.  AITCHISON  :  Undoubtedly,  before  their  termination  there  will  be 
a  very  live  hearing.  You  know  the  position  taken  by  many  railroad 
men  is  that  there  is  no  such  thing  as  depreciation.  Again,  there  are 
others  in  manufacturing  pursuits,  who  scout  that  idea  as  perfectly 
absurd. 

President  ELMQUIST:  The  Chair  is  of  the  opinion  that  the  sug- 
gestion made  by  Mr.  Aitchison  is  of  very  deep  moment,  and  that  a 
motion  should  be  made  by  some  member  to  refer  the  question  to  the 
Executive  Committee  for  its  consideration.  Will  some  one  please 
make  that  motion  ? 

Mr.  SMITH  (Mich.)  :     I  make  such  a  motion. 

(The  motion  was  seconded.) 

Mr.  SHAW  :  Would  it  not  be  more  in  line  with  the  work  of  the 
Valuation  Committee?  They  are  dealing  with  those  subjects  and  it  is 
tied  up  with  subjects  which  they  are  handling,  because  it  is  an  account- 
ing problem.  My  own  idea  is  that  it  should  go  to  the  Valuation 
Committee  under  those  circumstances. 

Mr.  SMITH  :     I  accept  that  amendment. 

(The  amendment  was  accepted  by  the  seconder  of  the  original 
motion,  and  the  motion  as  amended  being  put  to  a  viva  voce  vote, 
unanimously  prevailed.) 
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• 

REPORT    ON    ROUND-TABLE    DISCUSSION    OF   TELE- 
PHONE   RATES 

President  ELMQUIST:     Mr.  Macleod,  have  you  a  report? 

Mr.  FRED  J.  MACLEOD  (Mass.)  :  Mr.  President,  I  desire  to  make  a 
brief  report  growing  out  of  the  conference  that  was  held  here  night 
before  last  on  the  telephone  situation,  the  first  Round-Table  Conference, 
which  resulted  in  the  committee  receiving  such  a  reputation  for 
industry  by  sitting  up  until  half  past  eleven  o'clock  that  the  president 
saw  fit  to  advertise  that  fact  to  the  citizens  of  Indianapolis  last  night. 
( Laughter. ) 

The  conference  developed  a  great  deal  of  interesting  comment  and 
information  on  the  telephone  situation,  but  in  view  of  the  fact  that  the 
members  present  deemed  it  undesirable  to  take  definite  position  in 
regard  to  many  of  the  moot  questions  in  advance  of  their  investigation 
of  telephone  affairs,  and  while  the  issues  were  directly  pending  before 
the  various  Commissions,  the  chief  profit  of  the  discussion  came  from 
the  interchange  of  ideas  and  the  putting  of  the  different  Commissions 
in  possession  of  the  various  facts  that  have  been  acquired  by  the  several 
Commissions  in  their  independent  investigations. 

The  only  concrete  outcome  of  the  meeting  was  the  appointment  of  a 
special  committee  to  report  to  the  convention  a  resolution  dealing  with 
the  suggested  legislative  measures  that  should  be  adopted  with  respect 
to  the  telephone  situation. 

The  Committee  has  prepared  a  set  of  resolutions  which  I  shall  read, 
but  before  reading  them  I  think  I  ought  to  add  that  there  were  many 
phases  of  the  telephone  problem,  particularly  questions  relating  to  toll 
rates,  that  the  conference  was  unable  to  consider  in  the  time  at  hand, 
and  a  desire  was  expressed  that  the  conference  might  be  adjourned 
until  some  future  time,  which  might  be  fixed  by  this  special  committee 
that  was  appointed.  From  the  pressure  of  other  convention  and 
committee  work  it  looks  as  though  it  might  be  impracticable  for  any 
further  meet  ing  of  that  kind  to  be  held  unless  the  work  of  the  convention 
should  unexpectedly  be  concluded  this  afternoon. 

The  resolution  adopted  is  as  follow? : 

RESOLUTION     INTRODUCED     BY     COMMITTEE     AP- 
POINTED AT  ROUND  TABLE  DISCUSSION  OF  TELE- 
PHONE RATES 

WHEREAS,  There  is  now  pending  before  the  Congress  of  the  United 
States  legislation  for  the  regulation  of  the  telephone  companies  of 
the  country,  and 

WHEREAS,  There  are  more  than  43.000  operating  companies  in  thi< 
country   and   approximately   S5   per   cent    of    the   telephone  revenues  of 
companies  are  derived  from  strictly  intra-tate  business,  and  there 
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are  now  well  established  and  efficiently  managed  regulatory  bodies 
in  almost  every  state  in  the  Union  through  whom  the  people  and  the 
companies  can  receive  prompt  attention  and  redress  upon  all  complaints, 
and  changing  conditions  as  they  may  arise,  and 

WHEREAS,  The  telephone  regulatory  problems  of  the  country  are 
very  different  from  the  railroad  problem  and  the  imposition  of  an 
extension  of  the  powers  of  the  Interstate  Commerce  Commission  to  all 
telephone  companies  would  necessitate  a  greatly  increased  organization 
of  the  Interstate  Commerce  Commission  and  would  tend  to  supplant 
the  present  efficient  regulation  by  state  authority, 

THEREFORE,  Be  it  resolved  by  this  Association  in  convention  assembled 
that  it  is  the  opinion  of  this  convention  that  the  interest  of  all  persons 
concerned  will  be  best  preserved  by  the  enactment  of  laws  embodying 
the  following  principles : 

First — That  the  regulatory  powers  of  the  states  as  now  existing  be 
vigilantly  safe-guarded ; 

Second — That  the  powers  of  the  Interstate  Commerce  Commission  be 
extended  to  include  comprehensive  regulation  of  rules  and  rates  gov- 
erning interstate  commerce.  The  Interstate  Commerce  Commission 
should  not  be  burdened  with  security  issues  and  consolidations  affect- 
ing the  great  mass  of  companies  in  this  country  who  are  carrying  on 
primarily  a  local  business. 

Third — That  the  laws  governing  the  regulation  of  the  telephone 
companies  should  be  considered  separate  and  apart  from  the  laws  gov- 
erning the  regulation  of  railroad  companies. 

FRED  J.  MACLEOD 
CARL  D.  JACKSON 
FRED  W.  PUTNAM 


Mr.  MACLEOD:  This  report  is  signed  by  Messrs.  Fred  J.  Macleod, 
Carl  D.  Jackson,  and  Fred  W.  Putnam.  " 

I  move  you,  Mr.  Chairman,  the  adoption  of  the  resolution. 

President  ELMQUIST  :     Does  the  motion  receive  a  second  ? 

(The  motion  was  seconded.) 

Mr.  HAYNES:  Mr.  Macleod,  may  I  see  your  report  just  a  moment. 
I  want  to  ask  a  question. 

(Report  handed  to  Mr.  Haynes.) 

Mr.  MACLEOD:  Mr.  Haynes  has  suggested  that  in  the  first  para- 
graph of  the  resolution  it  might  be  desirable  to  insert  the  words  "with 
respect  to  telephone  and  telegraph  companies,"  so  that  the  provision 
would  read  "that  the  regulatory  powers  of  the  states  with  respect  to 
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telephone  and  telegraph  companies  as  now  existing  be  vigilantly  safe- 
guarded." 

Mr.  SHAW  :  I  would  like  to  ask  this' question  as  a  matter  of  informa- 
tion :  Whether  the  language  in  the  second  "Whereas"  might  be  taken 
as  an  intimation  on  the  part  of  this  convention  that  there  is  merit  in 
the  propaganda  of  the  carriers  that  legislation  should  be  enacted  by 
Congress  eliminating  any  jurisdiction  the  states  might  have  over  the 
intrastate  rates?  It  seems  to  me  that  possibly  such  an  interpretation 
might  be  drawn  from  the  wording  of  that  "Whereas." 

Mr.  MACLEOD:  I  do  not  know  precisely  what  Mr.  Shaw  has  in  mind. 
This  resolution  is  frankly  based  upon  a  recognition  of  the  fact  that  the 
telephone  problem  is  in  many  of  its  aspects,  and  I  believe  in  most  of  its 
aspects,  an  entirely  different  problem  from  the  railroad  problem.  The 
railroads  of  this  country,  as  you  know,  are  conducting  a  business  of 
which  the  major  part,  I  believe  somewhere  above  80  per  cent,  is  inter- 
state business,  and  the  railroad  companies  and  their  regulations  must  be 
to  a  large  extent  a  matter  of  Federal  concern. 

The  telephone  companies  on  the  other  hand,  are  almost  entirely  local 
institutions.  As  stated  in  the  preamble  to  this  report,  probably  85  per 
cent  of  the  telephone  business  is  local,  and  I  think  that  is  a  conserva- 
tive estimate. 

President  ELMQUIST  :    In  some  states  98  per  cent  is  local. 

Mr.  MACLEOD:  Practically  the  entire  intertsate  business  is  confined 
to  the  toll  line  service.  Of  course  there  is  a  different  situation  grow- 
ing out  of  the  fact  that  the  financial  situation  of  the  telephone  com- 
panies throughout  the  country  at  large  is  very  different  from  the  sit- 
uation of  the  railroad  companies  at  'large,  in  that  the  handling  of  the 
financial  problems  through  the  ordinary  channels  of  regulation  is  more 
satisfactory  in  the  case  of  the  telephone  companies  than  in  the  case  of 
the  railroad  companies,  and  there  is  therefore  less  occasion  for  the  in- 
jection of  special  or  radical  changes  in  existing  laws  in  order  to  insure 
the  proper  revenues  and  the  proper  conduct  of  operation  on  the  part  of 
the  telephone  compan 

For  these  reasons  your  committee  helieved  it  would  be  distinctly 
detrimental  to  a  proper  handling  of  the  telephone  situation  it"  legislation 
with  respect  to  the  telephones  was  bound  up  with  legislation  affecting 
the  railroads;  and  we  believe  that  whatever  legislation  is  passed  with 
respect  to  telephones  should  he  considered  as  an  independent  proposition 
based  upon  the  facts  and  conditions  surrounding  the  telephone  situa- 
tion in  this  country. 

It"  that  attitude  is  in  line  with  the  attitude  of  the  carriers,  as  far  as 
I  am  personally  concerned  I  am  g'ad  to  know  that  there  is  likely  to  be 
no  jxMie  on  that  particular  pha-e  of  the  question. 

Mr.  SHAW:  It"  I  understand  the  temper  of  this  convention,  it  is 
to  the  effect  that  we  should  continue  all  the  rights  we  have  in  connection 
with  int:  Now  the  mierv  I  have  in  mind  is  whether  or  not 

this  lancniai'e  I  have  referred  to  might  be  opposed  to  the  understanding 
I  have  in  mind. 
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Mr.  JACKSON  :  I  don't  think  so.  I  thought  of  that  when  it  was 
being  drawn. 

The  recommendation  in  there  for  Interstate  Commerce  Commission 
jurisdiction  is  for  just  rates  and  rules.  Of  course  they  have  jurisdic- 
tion of  the  rates  and  rules  in  regard  to  the  railroads,  and  I  do  not  think 
it  was  intended  to  have  the  slightest  inference  in  that  language  could 
by  any  possibility  lead  to  the  interpretation  that  Mr.  Shaw  suggests. 

President  ELMQUIST:     Are  you  ready  to  vote  upon  the  motion. 

Mr.  HELM  :  Mr.  President,  in  view  of  the  objection  raised  by  Mr. 
Shaw  I  think  it  is  desirable  that  that  resolution  be  re-read  in  order 
that  we  may  hear  it  with  the  point  in  view  that  he  has  called  attention 
to.  I  doubt  whether  all  of  us  understand  just  what  may  be  included 
there. 

Mr.  MACLEOD:  I  would  like  to  ask  Mr.  Shaw  whether  the  intima- 
tion he  had  in  mind  was  contained  in  the  preamble  to  the  resolutions 
themselves. 

Mr.  SHAW:     In  the  preamble,  not  in  the  resolutions  themselves. 

Mr.  MACLEOD:    I  suggest  that  you  point  that  out  to  me. 

Mr.  SHAW  :  The  preamble  contains  the  following  clause :  ''Whereas 
the  telephone  regulatory  problems  of  the  country  are  very  different 
from  the  railroad  problem,  and  the  imposition  of  an  extension  of  the 
powers  of  the  Interstate  Commerce  Commission  to  all  telephone  com- 
panies wouM  necessitate  a  greatly  increased  organization  of  the  Inter- 
state Commerce  Commission  and  would  tend  to  supplant  the  present 
efficient  regulation  by  state  authority/' 

Now,  I  was  asking  for  information  on  that  point.  I  have  not  arriv- 
ed at  the  point  where  I  said  I  objected,  but  I  was  asking  for  information 
by  calling  your  attention  to  the  language  and  asking  whether  that 
inference  could  be  drawn  therefrom. 

Mr.  IVTXAM:  The  intention  in  putting  that  phrase  in  the  preamble 
was  in  reference  to  the  extension  of  the  power  of  the  Interstate  Com- 
merce Commission  over  a  great  many  companies  which  do  not  even  now 
have  to  report  to  the  Interstate  Commerce  Commission.  There  are 
small  companies,  as  I  understand  it,  that  do  not  have  to  make  reports 
to  the  Interstate  Commerce  Commission  today. 

Then  there  is  a  tendency  in  railroad  legislation  to  extend  the  power 
of  the  Interstate  Commerce  Commission  over  facilities  that  are  usable 
in  interstate  commerce.  If  that  same  phraseology,  therefore,  is  used 
to  apply  to  telephone  companies,  it  may  mean  an  interpretation  of  that 
law  which  would  place  the  power  in  the  hands  of  the  Interstate  Com- 
merce Commission  to  control  the  facilities  of  the  telephone  in  the  pri- 
vate exchanges  and  in  the  business  houses  and  homes  in  the  various 
states  and  cities. 

We  believe  for  that  reason  that  there  should  be  an  entire  separation 
of  the  laws. 

Mr.  AITCHISON  :  May  I  ask  if  there  is  any  intention  to  differentiate 
between  telegraph  and  telephone  companies,  or  to  put  them  on  the  same 
basis,  on  the  part  of  the  committee? 
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Mr.  MACLEOD:  The  resolution  deals  primarily  with  the  telephone 
companies,  and  the  discussion  at  the  conference  was  confined  almost 
wholly  to  telephone  companies.  I  think  it  was  assumed  that,  if  the 
general  division  of  jurisdiction  as  between  the  Interstate  Commerce 
Commission  and  the  State  Commissions  was  preserved  and  observed 
as  we  understand  it  has  been  defined  by  the  courts,  in  the  exercise  of 
that  authority  the  telephone  companies  would  naturally  receive  a  great 
deal  of  local  supervision  which  the  large  telegraph  companies  would 
not  receive.  In  other  words,  the  large  telegraph  companies  like  the 
Western  Union  Company  are  primarily  interstate  instrumentalities,  and 
the  problems  affecting  the  telegraph  companies  should,  it  seems  to  me 
individually,  be  considered  primarily  to  be  a  matter  to  be  dealt  with  by 
the  Interstate  Commerce  Commission ;  and  the  conditions  affecting  the 
telephone  companies  on  the  other  hand,  should  be  primarily  dealt  with 
by  the  State  Commissions. 

I  think  it  might  perhaps  be  desirable  to  confine  the  resolution  to  tele- 
phone companies  without  expressly  including  the  telegraph  companies 
in  the  subject  matter  of  this  report. 

Mr.  AITCHISON  :  I  simply  want  to  call  the  attention  of  the  conven- 
tion to  one  fact,  now  that  the  Chairman  of  this  committee  has  so  frank- 
ly stated  that  the  principal  amount  of  business  of  the  telegraph  com- 
panies is  interstate,  and  that  is  that  the  Interstate  Commerce  Commission 
now  stands  charged  with  certain  duties  under  the  Act  to  Regulate 
Commerce  with  respect  to  both  telegraph  and  telephone  companies, 
which  it  cannot  perform. 

These  companies  are  charged  with  obligations  under  the  Act  to  Reg- 
ulate Commerce  to  make  returns,  but  by  some  singular  chance  they  are 
not  required  to  file  tariffs  with  the  Commission,  and  consequently  every 
provision  of  the  Interstate  Commerce  Act  which  has  to  do  with  the 
observance  of  fixed  rates  does  not  apply  to  them,  and  we  do  not  know 
what  their  rates  are.  We  do  not  know  and  cannot  tell  whether  they 
are  discriminating  or  not,  or  what  their  charges  are.  Manifestly, 
there  is  a  gap  that  ought  to  be  filled. 

The  Interstate  Commerce  Commission  in  suggesting  to  Congress 
the  desirability  of  filling  this  gap,  certainly  has  not  the  slightest  inten- 
tion of  undertaking  the  impossible  problem, — impossible  because  cer- 
tain of  its  members  have  had  knowledge  at  first  hand  of  the  adminis- 
tration  of  the  problem,  which  shows  it  is  impossible  to  attempt  the 
policing  nf  the  local  telephone  exchange*  throughout  the  country.  P.ut. 
before  this  thing  is  disposed  of  in  a  cavalier  fashion  and  tossed  off  with 
the  assurance  that  the  states  might  handle  the  whole  telephone  situa- 
tion. I  want  to  suggest  one  thing  for  consideration,  and  that  is  that  the 
great  company  which  controls  it  all.  under  the  toll  sy>tnn.  the  Ameri- 
can Telephone  and  Telegraph  Company,  is  not  under  the  jurisdiction  of 
any  State  Commission,  and  if  the  l-'edcral  government  is  unable  to  take 
over  that  organization,  which  is  the  controlling  agency  of  all,  why  that 
company  is  going  to  go  without  any  regulation  whatever. 
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Mr.  HELM  :  I  would  like  to  ask  a  question  in  reference  to  the  fact 
that  there  are  no  provisions  for  filing  tariffs  with  the  Interstate  Com- 
merce Commission.  The  question  I  had  in  mind  was  whether  or  not 
the  provisions  of  the  first  section  of  the  Act  to  regulate  Commerce  are 
not  broad  enough  to  allow  the  Interstate  Commerce  Commission  to 
require  the  filing  of  these  reports  where  it  expressly  puts  the  telegraph 
and  telephone  companies  under  the  provisions  of  the  act  ? 

Mr.  AITCHISON  :     They  do  file  reports. 

Mr.  HELM  :  But  they  do  not  file  tariffs.  Now  if  they  are  subject 
to  all  of  the  provisions  of  the  Interstate  Commerce  Act — 

Mr.  AITCHISON  :     But  they  are  not. 

Mr.  HELM  :  Are  they  not  just  as  much  subject  to  the  act  as  common 
carriers  ? 

Mr.  AITCHISON  :  No,  because  Section  6  is  the  one  which  fixes  the 
duty  to  file  tariffs,  and  that  does  not  include  telegraph  and  telephone 
companies  but  does  include  common  carriers. 

Mr.  HELM  :.  But  does  not  the  Act  itself  make  them  common  carriers? 

Mr.  AITCHISON  :  Now  I  am  not  going  to  go  ahead  and  discuss  a 
thing  with  Judge  Helm  which  was  argued  for  hours  and  days  before 
the  Interstate  Commerce  Commission  and  has  been  the  basis  of  a 
decision  by  the  Interstate  Commerce  Commission  that  has  stood  the 
test  of  the  courts  and  has  never  been  repealed,  although  it  has  been 
in  effect  for  a  long  time,  and  so  therefore  is  undoubtedly  correct. 

Mr.  MACLEOD:  In  connection  with  the  suggestion  made  by  Mr. 
Aitchison,  I  would  like  to  point  out  that  these  resolutions  as  drawn 
recognize  the  fact  which  he  has  presented  and  frankly  I  believe  fully 
meet  the  objections  he  has  stated. 

Mr.  AITCHISON  :  May  I  say  that  I  urged  no  objection  to  the 
resolution.  What  I  have  pointed  out  was  some  consideration  which 
should  be  borne  in  mind. 

Mr.  MACLEOD:  Those  facts  were  considered  by  the  committee  and 
I  would  like  to  call  attention  to  the  language  of  the  resolution.  In  the 
second  clause  it  provides,  "That  the  powers  of  the  Interstate  Commerce 
Commission  be  extended  to  include  comprehensive  regulation  of  rules 
and  rates  governing  interstate  commerce." 

That  was  designed  to  provide  for  necessary  extension  of  the  federal 
control  over  interstate  rates  and  practices  so  as  to  give  the  Interstate 
Commerce  Commission  the  needed  additional  authority,  the  absence  of 
which  has  just  been  pointed  out. 

Mr.  SMITH  (Mich.)  :  May  I  ask  Mr.  Macleod  if  he  will  not  read 
the  entire  resolution.  I  think  we  have  forgotten  the  resolution  in  the 
discussion  that  has  taken  place. 

Mr.  MACLEOD:     All  right,  I  will  do  that  in  just  a  moment. 

With  respect  to  the  other  point,  it  is  not  the  meaning  of  these 
resolutions  that  the  telephone  companies  should  be  entirely  supervised 
by  the  state  commission.  The  language  in  that  respect  was  carefully 
drawn  and  is  significant,  as  you  will  see  by  reading  it.  "The  Interstate 
Commerce  Commission  should  not  be  burdened  with  security  issues 
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and  consolidations  affecting  the  great  mass  of  companies  in  this  country 
who  are  carrying  on  primarily  a  local  business." 

In  other  words,  it  recognizes  the  distinction  between  a  local  telephone 
company  doing  perhaps  entirely  an  intrastate  business  and  having  no 
lines  extending  beyond  the  state  borders,  and  a  company  like  the  A.  T. 
&  T.  or  one  of  the  larger  subsidiary  companies  of  the  A.  T.  &  T.  which 
may  operate  in  perhaps  two  or  three  or  half  a  dozen  adjoining  states. 
The  resolutions  are  not  intended  to  preclude  the  Interstate  Commerce 
Commission  from  proper  authority  in  dealing  with  companies  of  that 
character.  But  the  situation  is  so  different  because  of  the  difference 
of  the  different  companies  that  it  seems  somewhat  difficult  to  state  the 
proposition  more  concretely,  so  the  resolution  was  drawn  in  that  general 
form  in  recognition  of  the  very  fact  to  which  Mr.  Aitchison  has  referred. 

Complying  now  with  the  suggestion  of  the  gentleman  on  my  left,  I 
will  read  the  resolutions  again  in  the  light  of  the  discussion  up  to  this 
point. 

(Mr.  Macleod  re-read  the  resolutions.) 

Mr.  JACKSON  :  As  I  was  on  the  committee,  I  listened  with  great 
interest  to  Mr.  Aitchison.  Speaking  of  the  necessity  of  the  telegraph 
companies  and  the  telephone  companies  being  treated  the  same,  I  would 
like  to  call  the  attention  of  the  Chairman  of  the  Interstate  Commerce 
Commission  to  this  one  fact ;  all  the  telegraph  business  in  the  United 
States  is  practically  done  by  two  companies.  The  telephone  business 
of  the  United  States  is  done  by  forty-three  thousand  companies.  Not 
only  that,  but  if  there  was  a  law  passed  which  made  everv  single  one 
of  the  forty-three  thousand  companies  comply  with  the  particular 
provision  of  the  Act  to  Regulate  Commerce  compelling  the  filing  of 
tariffs,  that  would  mean,  I  believe  several  billion  tariffs,  as  testified  to 
in  Congress,  and  I  do  not  think  the  Interstate  Commerce  Commission 
themselves  desire  to  have  that  lake  place. 

The  situation  on  one  side  as  to  the  te'egraph  companies  is  quite  simple, 
and  as  to  the  telephone  companies  the  situation  in  all  its  numerous 
ramifications  is  very  complex,  and  is  far  more,  as  I  think  Mi.  Macleod 
ha-  -hown.  a  state  and  local  matter  than  is  the  question  of  the  regula- 
tion of  the  telegraph  companies. 

Mr.  AITCHISON:  I  trust  the  members  of  the  convention  will  not 
get  the  idea  that  I  am  in  the  slightest  degree  out  of  harmony  with  the 
spirit  or  letter  of  the  resolution,  but  I  do  wish  to  call  the  attention  of 
the  gentleman  who  ju<t  spoke  to  the  fact  that  the  great  telephone 
companies  carry  on  a  very  extensive  interstate  lui-ine-<  :  and  as  far  as 
thix  talk  about  the  j^rcat  nnniluT  of  tariffs  necessitated.  I  am  reminded 
of  a  discussion  which  arose  at  the  time  the  (  »reiMm  I'miiini^xinn  was 
being-  created,  when  a  gentleman  got  up  and  said  if  the  carriers  were 
required  to  file  their  tariffs  they  would  be  enormously  voluminous. 
As  a  matter  of  fart,  that  condition  did  not  develop  at  all. 

However,  we  are  trying  to  deal  with  a  practical  matter,  and  the 
necessity  which  1  urge  should  be  brought  to  the  attention  of  Congress 
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is  the  necessity  of  seeing  that  these  big  telephone  companies  are  under 
the  same  regulation  as  their  competitors. 

My  own  personal  conclusion  is  that  as  to  the  matters  to  be  regulated 
locally,  they  should  come  under  the  jurisdiction  of  the  state  commissions, 
and  on  that  point  I  believe  I  voice  the  sentiment  of  all  the  members  of 
our  Commission  when  I  say  there  is  not  the  slighest  difference  between 
Mr.  Jackson  and  myself. 

Mr.  THELEN  :  Is  it  your  idea  that  the  Act  to  Regulate  Commerce 
should  be  amended  so  that  all  telephone  companies  that  today  file  their 
reports  with  the  Interstate  Commerce  Commission  should  file  their 
tariffs  with  the  Interstate  Commerce  Commission? 

Mr.  AITCHISON  :     Their  interstate  tariffs,  yes. 

Mr.  THELEN:     Only  their  interstate  tariffs? 

Mr.  AITCHISON  :  Why,  that  is  all  that  is  required  of  the  railroads, 
yes. 

Mr.  THELEN:  But  you  do  today  impose  some  conditions  upon 
purely  intrastate  utility  companies,  as  I  understand  it. 

Mr.  AITCHISON  :     Not  unless  they  engage  in  interstate  business. 

Mr.  THELEN  :  I  know,  but  as  the  President  has  suggested,  there 
are  some  that  do  98  per  cent  intrastate  business  and  yet  have  to  make 
reports  to  the  Interstate  Commerce  Commission. 

Mr.  AITCHISON  :  They  do  not  have  to  make  reports  to  the  Interstate 
Commerce  Commission  unless  they  do  some  substantial  amount  of 
business  and  are  fairly  good  sized  telephone  utilities. 

Mr.  SHAW:  While  we  are  discussing  this  proposition,  I  believe  we 
are  probably  all  agreed  that  the  telephone  should  be  a  regulated 
monopoly.  Now  there  have  been  consolidations  agreed  upon  between 
the  companies  in  Illinois  which  did  not  take  effect  on  account  of  the 
conflict  with  the  federal  laws ;  and  if  we  are  to  recommend  to  Congress 
legislation  on  this  subject,  why  not  include  that  subject  also  and  remove 
that  objection. 

President  ELMQUIST:  That  is  definitely  taken  care  of  by  the  last 
paragraph  of  the  resolution,  which  reads  as  follows:  "That  the  laws 
governing  the  regulation  of  the  telephone  companies  should  be  considered 
separate  and  apart  from  the  laws  governing  the  regulation  of  railroad 
companies." 

When  the  laws  are  considered  separately  all  of  the  state  commissions 
will  be  given  opportunity  to  appear  before  the  committees  of  the  House 
and  Senate  and  offer  their  suggestions. 

Mr.  AITCHISON:  Are  you  proposing  to  repeal  the  Sheiinan  Ann- 
Trust  Law  with  reference  to  telephone  companies  Mr.  Jackson? 

Mr.  JACKSON  :  I  would  be  in  favor  of  it.  I  think  that  is  the  most 
foolish  situation  that  we  have  in  the  United  States. 

Mr.  AITCHISON:  Let  us  find  out  whether  that  is  included  in  the 
»f  solution. 

PRESIDENT  ELMQUIST  :     It  is  not  in  there. 

Mr.  AITCHISON  :     No,  that  is  not  there. 

Mr.  SHAW:     That  is  my  point. 
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Mr.  JACKSON  :  If  we  were  to  carry  out  the  spirit  of  the  resolution 
and  leave  it  solely  to  the  states,  I  think  that  would  take  it  out  when 
the  matter  was  finally  passed  on  by  Congress,  and  perhaps  do  away 
with  the  problems  arising  in  the  case  of  consolidation. 

Mr.  PUTNAM:  This  question  of  consolidation  I  believe  enters  into 
the  resolution.  As  I  understand  it,  the  question  of  enforcing  the  anti- 
trust law  t<><lay  is  placed  in  the  hands  of  the  Attorney  General.  The 
proposed  legislation  before  Congress  would  authorize  the  Interstate 
Commerce  Commission  to  approve  consolidations  under  certain 
conditions,  thereby  imposing  an  additional  burden  or  duty  upon  the 
Interstate  Commerce  Commission.  Now  this  does  not  in  any  way  affect 
the  Ami-Trust  Act,  but  simply  asks  that  the  duties  be  not  placed  upon 
the  Interstate  Commerce  Commission  as  applying  to  the  great  mass  of 
these  local  telephone  companies. 

President  ELV.JI "IST:  Are  you  ready  to  act  upon  the  resolution? 

Mr.  MACLEOD:    Before  the  motion  is  put,  I  would  like  to  inquire  of 

Mr.  Haynes,  if  he  is  here,  who  suggested  the  words  with  respect  to 

telephone    and    telegraph    companies    in   the  first    paragraph    of    the 

resolution,  as  to  whether  or  not  he  would  be  willing  to  withdraw  that 

Bastion. 

Personally,  however,  it  seems  to  me  that  a  closer  definition  than  is 
given  in  the  language  of  the  resolution  as  drawn,  may  perhaps  not  be 
desirable,  and  that  the  application  of  that  phraseology  is  sufficiently 
clear  in  the  context  of  the  resolution  as  a  whole.  If  he  has  no  objection, 
I  >hould  like  to  have  the  resolution  put,  therefore,  in  the  form  it  was 
drafted. 

President  EF.MQUIST:  In  the  absence  of  objection,  that  will  be 
understood. 

(The  question  was  called  for  and  the  resolution  adopted  by  a  viva 
voce  vote.) 


DINNER  ADDRESSES 

Mr.  LEWIS  (Iowa)  :  Mr.  President,  it  has  been  customary  in  times 
past  that  the  addresses  given  at  our  annual  dinner  be  included  in  the 
printed  proceedings  of  our  convention.  1  am  sine  we  will  want  that 
done  this  year  bivausi-  of  the  splendid  addresses  we  had  la>t  night. 
Then -fo re  I  nmve  you  that  the  addresses  given  at  the  dinner  last  evening 
be  included  in  the  printed  report  of  the  proceedings  of  this  convention. 

<  The  motion  was  seconded  by  Mr.  Funk  of  Illinois  and  adopted  by 
a  unanimous  viva  voce  vote.) 

President  ELMQUIST:  Mr.  Palmer,  editor  of  the  Traffic  World, 
advises  me  that  the  only  place  where  Mr.  Hines'  address  ran  be  s<vured 
i-  from  the  Traffic  World,  and  I  will  ask  Mr.  Palmer  if  he  will  supply 
our  S  with  a  copy  of  that  address. 

Mr.  PALMER:     Yes, 
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REPORT    OF   COMMITTEE    ON    MEMORIALS 

President  ELMQUIST  :  Is  the  Committee  on  Memorials  ready  to 
report. 

Mr.  I.  J.  MURPHY'  (So.  Dak.)  :  Mr.  President  and  gentlemen,  your 
committee  met  and  found  that  during  the  past  year  the  Association  has 
lost  one  member,  Honorable  Qiarles  S.  Cunningham  of  Michigan. 

We  have  drawn  a  resolution  which  I  do  not  deem  it  necessary  to  read, 
in  which  we  express  our  regret  at  his  death  and  our  sympathy  with 
his  family. 

IN   MEMORIAM   CHARLES   S.   CUNNINGHAM 

\YIIEREAS,  since  the  last  meeting  of  this  Association,  death  has 
removed  from  this  world  the  HONORABLE  CHARLES  S.  CUNNINGHAM 
for  some  seven  years  a  member  of  the  Michigan  Railroad  Commission 
and  for  nearly  all  of  that  time,  an  active  member  of  this  Association  ; 

RESOLVED,  that  this  Association,  by  rising  vote,  express  deep  regret 
at  his  death,  sympathy  for  his  afflicted  family  and  the  sense  of  loss  of 
this  Association,  occasioned  by  his  demise.  For  many  years,  Mr.  Cun- 
ningham had  served  his  state  ably,  faithfully  and  had  made  for  himself 
a  name  of  honor  and  place  of  dignity  in  public  life. 

RESOLVED,  further,  that  this  expression  be  incorporated  in  the  minutes 
of  the  Association  and  a  copy  of  same  be  transmitted  to  his  family  by 
the  Secretary  of  this  Association. 

FRANK  W.  SHEALY 
GRANT  E.  HALDERMAX 
WM.  G.  BUSBY 
SID  T.  DOUTHITT 


Mr.  MURPHY:  I  move  you,  Mr.  Chairman,  that  the  resolution  be 
adopted. 

(The  motion  was  seconded  rind  the  resolution  adopted  by  a  unanimous 
rising  vote.) 


REPORT  ON  EXPRESS  AND  OTHER  CONTRACT 
CARRIERS  BY  RAIL. 

President   ELMQUIST:      Next   is  the   report   on    Express   and   ether 
Contract  Carriers  by  Rail. 

Secretary  WALKER:     No  report. 
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REPORT    OF    COMMITTEE    ON    STATISTICS   AND    AC- 
COUNTS   OF    RAILROAD    COMPANIES 

President  ELMQUIST:  Mr.  Calderhead,  will  you  submit  tl»c  report 
on  Statistics  and  Accounts  of  Railroad  Companies? 

(Mr.  O.  O.  Calderhead  (Wash.)  read  the  following  report:) 

To  the  Xational  Association  of  Railway  and  Utilities  Commissioners: 

Your  Committee  on  Statistics  ajid  Accounts  of  Railroad  Companies 
.submits  the  following  report: 

Your  committee  is  strongly  of  the  opinion  that  the  present  is  an 
opportune  time  for  the  careful  consideration  of  making  material 
changes  in  the  methods  of  accounting  of  steam  railroads,  both  to 
the  Intersate  Commerce  Commission  and  the  state  railway  and  utility 
commissions. 

During  the  course  of  the  war  and  since  the  armistice  was  signed 
there  has  been  much  said  regarding  the  question  of  figuring  the  return 
to  the  owners  of  a  railroad  property  on  the  basis  of  the  cost  of  doing 
the  business  plus  reasonable  percentage  return  on  the  money  invested 
in  the  public  utility.  This  plan  has  been  put  forward  by  numerous 
organizations  in  submitting  proposed  plans  before  the  interstate  com- 
merce committees  of  Congress.  This  plan  has  almost  become  a  slogan 
among  public  utility  companies.  It  has  been  mentioned  in  connection 
with  the  electric  street  and  interurban  railway  properties  and  other 
public  utilities,  and  it  appears  that  the  public  are  more  or  less  impressed 
with  the  reasonableness  of  the  plan  suggested. 

Those  who  are  familiar  with  the  present  methods  contained  -in  the 
Interstate  Commerce  Commission's  accounting  circulars  and  orders 
know  that  there  are  a  great  many  difficulties  surrounding  the  question 
of  finding  the  cost  of  doing  different  classes  of  business  furnished  by 
a  steam  railroad  company. 

-  yet  there  has  been  no  definite  rule  or  rules  adopted  by  the  state 
or  federal  commissions,  and  none  specifically  laid  down  by  the  courts, 
by  which  the  cost  of  doing  freight  and  passenger  business  can  be 
determined,  much  less  the  cost  of  handling  the  different  classes  of 
frei-ht  or  passenger  traffic. 

Numerous  attempts  have  been  made  in  cases  before  state  and  federal 
commissions  looking  toward  the  separation  of  different  railroad  expenses 
as  between  freight  and  pas^n^cr  business,  and  in  some  instances  as 
between  different  commodities  of  freight  traffic.  If  the  plan  su^ested 
heretofore  mentioned,  of  basing  rates  on  the  cost  of  performing  the 
service  plus  a  return  upon  the  facilities  used,  ifl  to  be  generally  adopted. 
it  mn-t  '•  '-nt  to  all  present  that  a  start  must  be  madr  whereby 

a  uniform    :»iid    comprehensive    plan    may    be  adopted    by  all    of    the 
re-ulatory  bodies  having  charge  of  railroad  rai< 
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DIVIDING    OPERATING   EXPENSES    BY    STATES 

Section  6  of  the  Gummins  bill,  senate  file  2906,  reads  in  part  as 
follows : 

"In  dividing  the  country  into  districts  and  the  carriers  into  rate-making  groups, 
the  Commission  shall  have  in  view  the  similarity  of  transportation  and  traffic 
conditions  therein.  Rates  of  transportation  shall  at  all  times  be  just  and  reason- 
able. In  changing  or  modifying  them  from  time  to  time  in  the  manner  provided 
in  the  act  to  regulate  commerce,  as  amended,  and  in  viewing  them  from  the 
standpoint  of  their  effect  in  producing  revenue  in  any  rate-making  group  as  a 
whole,  the  Commission  shall  take  into  consideration  the  interest  of  the  public, 
the  shippers,  the  wages  of  labor,  the  cost  of  maintenance  and  operation  (includ- 
irtg  taxes),  a  fair  return  upon  the  value  of  the  property  in  the  group  and1  used 
for  or  held  for  the  service  of  transportation." 

In  the  above  quotation,  special  attention  is  directed  to  the  proposed 
requirements  of  the  bill  which  provides  that  the  Interstate  Commerce 
Commission  shall  determine  the  cost  of  maintenance  and  operation  of 
the  roads  in  the  so-called  rate  groups  of  twenty  to  thirty-five  in  number, 
which,  in  other  sections  of  the  act,  it  is  proposed  shall  be  established 
by  the  Commission. 

In  the  minds  of  your  committee  it  appears  that  the  above  quoted 
provision  of  the  act  emphasizes  the  necessity  of  dividing  operating 
expenses  by  states.  It  is  a  well  established  fact  that  the  community 
of  interests  in  a  business  way  is  largely  by  state  lines.  The  people  of 
Indiana  are  very  much  more  interested  in  the  success  of  Indianapolis 
than  of  Chicago  or  any  other  city  located  in  some  other  state.  As  a 
general  proposition,  fully,  80  per  cent  of  the  people  of  the  central 
western  states  are  interested  more  or  less  directly  in  the  success  of  the 
towns  of  their  own  state.  While  it  is  true  large  systems  of  railroads 
often  traverse  six,  eight  or  even  ten  different  states,  in  the  estimation 
of  your  committee,  it  wfl  be  no  more  easy  to  separate  the  country  into 
rate  groups  that  will  include  all  of  a  railroad  system  in  one  gro~ip  so 
that  none  of  the  lines  of  road  will  extend  beyond  the  limits  of  a  rate 
group,  than  it  ivill  to  make  the  separation  of  system  operating  expenses 
by  state  lines.  Therefore,  we  feel  justified  in  again  saying  that,  in  our 
opinion,  the  time  is  opportune  for  this  Association  to  take  some  positive 
action  on  the  plan  looking  toward  the  division  of  steam  railroad  opera- 
ting expenses  and  possibly  revenues  between  states.  We  say  "possibly 
revenues"  only  to  the  extent  of  the  division  of  interstate  revenues 
between  different  states  in  or  through  which  interstate  commerce  may 
travel. 

To  our  minds,  the  allocating  of  operating  expenses  by  state  lines  is 
absolutely  necessary  regardless  of  what  body  may  finally  have  control 
of  the  intrastate  rates.  Intrastate  revenues  should  be  kept  by  states 
by  all  railroad  companies. 

For  many  years,  the  accounting  committee  of  this  Association  has 
had  under  consideration  the  question  of  dividing  railroad  operating 
revenues  and  expenses  between  states.  It  appears  from  the  reports 
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that  no  positive  action  has  been  taken  by  the  Association  for  the  reason 
that  no  definite  plan  was  submitted  for  the  allocation  of  operating 
revenues  or  expenses.  It  appears  that  the  committee  in  the  past  has 
given  very  much  more  attention  to  the  question  of  dividing  operating 
revenues  between  states  than  operating  expenses. 

In  the  report  of  1913,  the  committee  recommended  that  no  definite 
action  be  taken  by  the  Association  for  the  reason  that  they  had  not 
been  able  to  determine  or  suggest  any  reasonable  plan  for  the  division 
of  operating  expenses,  and  in  the  report  called  attention  to  the  fact 
that  in  the  city  of  Chicago,  a  large  amount  of  traffic  was  handled,  which 
was  largely  interstate  in  nature  and  suggested  or  appeared  to  intimate 
that  in  their  estimation  some  plan  should  be  devised  that  would  have 
the  effect  of  prorating  terminal  operating  expenses  between  different 
states.  In  the  minds  of  your  committee,  terminal  expenses  should  be 
localized  and  the  expense  of  doing  the  business  in  any  particular  city 
should  be  prorated  in  accordance  with  traffic  handled  in  that  city.  This 
plan  would  have  the  effect  of  charging  the  business  handled  with  its 
pro  rata  share  of  the  expense  of  operating  the  terminal  yards.  For 
instance,  in  the  city  of  Chicago,  the  intertsate  and  intrastate  business 
handled  in  that  city  should  properly  be  charged  with  the  expense  of 
doing  the  business  under  the  plan  proposed  by  your  committee  in  this 
report. 

The  plan,  which  will  be  later  presented  in  this  report  for  the  con- 
sideration of  the  convention,  suggests  a  method  for  the  division  of 
operating  expenses  by  state  lines. 

From  the  experience  of  some  of  the  members  of  your  committee,  it 
was  found  that  by  far  the  greater  majority  of  the  passengers  handled 
by  the  steam  railroads  in  this  country  are  intrastate  in  nature.  The  an- 
nual report  of  the  Nebraska  State  Railway  Commission  for  the  year 
ending  December  31,  1918,  shows  that  all  of  the  roads  in  the  state  of 
Nebraska  handled  a  total  of  8,500,000  passengers  in  round  figures. 
Of  the  total  of  the  passengers  just  mentioned,  5,900,000,  or  70  per 
cent,  originated  and  terminated  in  Nebraska.  In  some  former  \ 
the  percentage  of  intrastate  passengers  has  been  even  greater  than  that 
for  the  year  1918.  In  states  where  suburban  traffic  is  handled,  no 
doubt,  the  intrastate  passengers  would  be  a  greater  percentage  of  the 
total  than  in  the  state  of  Nebraska.  It  has  been  found  from  actual 
studies  covering  a  large  territory  thai  tin-  class  of  equipment  used  by  the 
railroad  companies  f«.r  transporting  of  intrastate  passengers,  in  nnxi 
if  not  all  of  the  slate-,  is  of  a  much  m«>re  inferior  quality  than  the  equip- 
ment used  for  the  transportation  of  interstate  passengers.  In  certain 
investigations  made  by  the  Nebraska  Commission  in  connection  with 
intrastate  passeiv  found  frnin  a  study  of  the  traffic  thai 

not  more  than  5  per  cent  of  the  intrastate  pa-  miles  are  carried 

in  Pullman  car-  If  it  he  true  that  a  much  greater  percentage  of  the 
total  [MU  a r ricrl  by  the  railroad  companies  in  the  United  Si 

arc  intrastate  in  nature  and  travel  in  equipment  very  much  less  expensive 
than  tin.  for  the  transportation  of  interstate  passengers,  and 
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the  cost  of  doing  the  business  is  to  be  the  controlling  factor  in  finding 
what  the  rates  should  be,  it  would  manisfestly  be  necessary  to  have  a 
division  of  the  revenues  and  expenses  by  state  lines  in  order  that  the 
question  might  be  fairly  submitted  to  a  court  or  regulatory  body  for  the 
purpose  of  determining  the  rates  necessary  for  handling  the  passengers 
wholly  within  any  one  state. 

In  this  connection,  your  committee  desires  to  call  attention  to  the 
fact  that  practically  all  of  the  money  expended  by  railroad  companies 
for  the  purpose  of  maintaining  its  roadway,  track,  buildings,  bridges, 
etc.,  is  expended  within  a  given  state,  and  the  ability  of  the  carriers  to 
localize  by  state  lines  such  expenses  would  not  be  a  burden  upon  the 
railroad  companies.  In  a  great  many  of  the  states  the  railroads  are  now 
required  to  report  to  a  state  commission  their  maintenance  of  way 
and  structure  expenses,  the  money  actually  expended  in  maintaining 
the  facilities  mentioned.  In  the  maintenance-of-equipmcnt  group  of 
expenses,  numerous  commissions  have  required  the  railroad  compan- 
ies to  report  their  expenses  for  the  maintenance  of  freight  and  pass- 
enger cars  on  the  basis  of  the  mileage  made  by  the  different  classes  of 
cars  in  each  of  the  states.  The  total  maintenance  of  equipment  ex- 
penses of  a  railroad  company  operating  in  a  number  of  states  would 
equal  the  amount  of  money  actually  expended  by  the  company  for  the 
maintenance  of  its  freight  and  passenger  cars. 

As  to  the  locomotives,  the  expense  of  maintaining  switching  engines 
is  easily  allocated  by  state  lines,  and  in  a  great  many  instances  railroad 
companies  are  now  reporting  to  state  commissions  the  expense  of  main- 
taining road,  locomotives  on  the  basis  of  miles  made  by  each  loco- 
motive in  the  different  states  in  which  the  same  perform  service.  In 
the  transportation  group  of  expenses,  practically  all  the  money  expend- 
ed can  be  allocated  to  the  state  in  which  the  expenses  actually  occur. 
All  station  employees'  wages  and  expenses  of  switch  yard  employees 
can  be  directly  charged  to  the  state  in  which  the  service  is  performed. 
Train  expenses,  where  the  train  division  runs  beyond  the  state  line,  are 
now  being  reported  to  state  commissions  on  the  basis  of  the  mileage 
actually  made  by  the  road  crew  in  each  state  in  which  the  train  operates. 

A  very  considerable  amount  of  the  expenses  included  in  the  traffic 
group  of  accounts  can  be  allocated  by  state  lines,  so  out  of  the  115  or 
120  operating  expense  accounts,  as  contained  in  the  annual  report  form 
to  state  and  federal  commissions,  all  except  the  group  of  general  ex- 
pense accounts  can  be  easily  allocated  by  state  lines.  The  general  ex- 
penses are  seldom  more  than  five  or  six  per  cent  of  the  total  operating 
expenses  of  a  railroad  system.  It  would  therefore  appear  that  a  plan 
might  be  adopted  for  the  apportionment  of  steam  railroad  operating 
expenses  between  states,  thereby  making  it  possible  for  regulatory  bod- 
ies to  determine  the  cost  of  doing. business  in  the  different  classes  of 
traffic  handled  within  a  given  state  or  group  of  states. 

Your  committee  is  of  the  opinion  that  even  though  it  should  finally 
be  determined  that  some  regulatory  body  other  than  state  commissions 
should  be  empowered  by  law  to  establish  intrastate  rates,  it  would  be 
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necessary  for  that  body  to  have  a  division  of  operating  expenses  by 
state  lines.  This  is  largely  due  to  the  fact  that  the  volume  of  traffic 
handled  within  state  boundaries,  both  freight  and  passenger,  is  materi- 
ally different  in  character,  and  in  many  instances  very  much  greater 
in  volume,  than  the  interstate  business  handled  by  the  railroad  com- 
panies of  the  country. 

Your  committee  is  of  the  opinion  that  if  the  products  of  the  mines, 
which  are  said  to  represent  fifty  to  fifty-five  per  cent  of  the  total  ton- 
nage of  the  country,  were  eliminated  from  the  calculation,  it  would  be 
found  that  the  intrastate  freight  traffic  constitutes  the  major  portion 
of  the  total  remaining  traffic.  If  his  be  a  fact,  it  surely  shows  the  need 
of  dividing  operating  expenses  by  states,  so  that  the  regulating  body 
may  be  able  to  establish  just  and  reasonable  rates  for  the  handling  of 
intrastate  business. 


DIVISION  OF  OPERATING  EXPENSE  BETWEEN  FREIGHT  AND  PASSENGER 

If  the  cost  of  doing  the  business  plus  a  reasonable  return  upon  the 
facilities  used  is  going  to  be  used  as  the  controlling  or  even  as  a  mate- 
rial part  of  the  factors  that  are  used  for  determining  the  cost  of  doing 
any  particular  kind  of  business,  it  manifestly  becomes  very  important 
that  the  basis  adopted  for  the  division  of  operating  expenses  between 
freight  and  passenger  business  be  carefully  considered  and  established 
in  the  first  instance  on  as  near  a  reasonable  basis  as  can  be  found 

In  the  early  history  of  the  Interstate  Commerce  Commission  and  for 
several  years  thereafter,  the  commission  required  railroad  companies 
to  divide  their  operating  expenses  between  freight  and  passenger. 
The  basis  used  at  that  time  for  those  items  that  could  not  be  directly 
allocated  was  the  "train  mile  basis."  No  attempt  was  made  at  that 
time  to  divide  the  cost  of  maintaining  roadway  and  track  structures  as 
between  freight  and  passenger.  After  some  three  or  four  years  of  the 
division  of  operating  expenses  on  the  basis  here  mentioned,  the  Com- 
mission decided  that  the  information  received  was  not  valuable  and 
the  requirments  of  dividing  operating  expenses  between  freight  and 
traffic  was  discontinued. 

In    1915,  the   Interstate  Commi-  »nsjderable  attention   to 

the  question  of  the  division  of  railroad  operating  expenses  as  between 

Jit  and  passenger  traffic,  and  an  order  was  entered  during  that  year 

requiring  railroad  companies  to  state  separately  their  cost  of  operating 

•it  and  passenger  business  for  all  of  those  expenses  that  could  be 

directly  allocated,  and  on  items  that  were  more  or  less  related  to  the 

handling  of  either  of  the  two  classes,   was  to  be  separated  on  bases 

established  by  the  railroad  companies. 

At  tbe  time  the  order  of  the  Commission  was  entered  in  1915,  the 
question  of  adopting  reasonable  bases  f<>r  tbr  division  of  wav  and  struc- 
ture expense  between  freight  and  p  given  careful  con- 
sideration. At  the  time  of  the  hearing,  two  different  l>as,-s  were  con- 
tended for  Tbe  railroad  people  urged  the  engine  ton  mile  basis.  The 
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state  commission  representatives  contended  for  the  gross  ton  mile  basis. 
Some  of  the  members  of  your  committee  have  had  occasion  to  defend 
in  the  courts  legislative  or  commission  acts,  bringing  in  question  the 
reasonableness  of  freight  and  passenger  rates,  and  in  setting  up  the 
accounts  for  the  state,  have  adopted  as  the  most  reasonable  basis  for 
division  of  maintenance  of  way  and  structure  expenses  between  freight 
and  passenger  traffic,  the  gross  ton  mile  basis.  This  basis  has  recently 
been  approved  by  the  master  in  the  so-called  Nebraska-Rock  Island 
two-cent  fare  case. 

The  engine  ton  mile  basis  takes  no  account  of  the  number  of  cars  in 
a  train  behind  the  engine.  This  method  proposes  that  two  engines  of 
the  same  weight  and  capacity,  one  pulling  a  passenger  train  of  five  cars 
and  the  other  pulling  a  freight  train  of  fifty  cars,  the  division  of  main- 
tenance of  way  and  structure  expenses  between  the  two  classes  of 
traffic  should  be  equal. 

The  gross  ton  mile  basis  takes  into  account  all  of  the  cars  behind  the 
engine.  In  the  illustration  given,  if  the  five  car  passenger  train  weighed 
350  gross  tons,  and  the  fifty  car  freight  train  weighed  1,400  tons,  the 
maintenance  of  way  and  structure  expenses  as  to  the  two  individual 
trains  would  be  divided  20  per  cent  passenger  and  80  per  cent  freight. 
In  other  words,  the  engine  ton  mile  basis  would  have  the  effect  of 
charging  50  per  cent  of  the  expenses  to  the  passenger  business,  while 
on  the  gross  ton  mile  basis,  20  per  cent  of  the  charges  would  be  charged 
to  passenger  traffic. 

In  many  studies  made  by  the  advocates  of  the  gross  ton  mile  basis, 
it  has  been  clearly  demonstrated  by  accurate  measuring  machines  that 
the  wear  and  tear  of  track  structures  is  dependent  almost  entirely  upon 
the  weight  passing  over  a  given  piece  of  track. 

It  has  been  contended  by  the  railroad  people,  advocates  of  the  engine 
ton  mile  basis,  that  that  basis  takes  account  of  the  difference  in  the 
speed  of  the  two  classes  of  trains.  On  the  other  hand,  it  is  urged  by  the 
advocates  of  the  gross  ton  mile  basis  that  the  difference  in  the  speed 
of  the  two  classes  of  trains  is  taken  care  of  by  the  "gross  ton  mile" 
basis  equally  as  effectively  as  in  the  "engine  ton  mile''  basis.  In  the 
finding  of  the  "engine  ton  miles,"  the  weight  of  the  engine  plus  60  per 
cent  of  the  carrying  capacity  of  the  tank  multiplied  by  the  distance 
the  engine  travels  is  the  basis  used;  while  the  "gross  ton  mile"  basis 
takes  into  consideration  in  like  manner  the  gross  weight  of  the  engine 
and  the  train  multiplied  by  the  distance  traveled.  In  one  case,  the 
engine  alone  is  considered  ;  in  the  other,  the  entire  train  ;  in  both  cases, 
weight  and  distance  are  the  only  factors  entering  into  the  calculation. 

It  is  hardly  proper,  in  a  report  like  this,  to  attempt  to  go  into  an 
extended  argument  for  or  against  either  of  the  bases  mentioned  in  this 
portion  of  this  report ;  but  the  committee  has  attempted  to  give  you 
briefly  some  of  the  reasons,  why  they  are  of  the  opinion  that  this  Asso- 
ciation should  go  on  record  as  favoring  some  definite  basis  for  the  divi- 
sion of  operating  expenses  between  freight  and  passenger  traffic,  and 
for  thi£  reason  we  have  attempted  to  give  you  some  of  the  reasons  why 
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the  committee  feels  justified  in  recommending  to  the  Association  that 
they  adopt  the  "gross  ton  mile"  as  a  reasonable  basis  for  the  division 
of  maintenance  of  way  and  structure  expenses  between  freight  and 
passenger  traffic. 

Later  on  in  this  report  we  will  offer  in  concise  form  the  basis  your 
committee  thinks  should  be  adopted  by  the  Association. 

DEPRECIATIONS    RESERVE    OF    RAILWAY    FREIGHT 
AND  PASSENGER  EQUIPMENT 

In  1907,  the  Interstate  Commerce  Commission  in  its  accounting 
rules  adopted  an  order  addressed  to  the  Steam  Railway  companies  re- 
quiring all  companies  to  set  up  on  their  books  a  reserve  for  depreciation 
of  freight  and  passenger  equipment.  In  the  letter  transmitting  the 
order  of  the  Commission  to  the  carriers,  the  Division  of  Statistics  and 
Accounts,  over  the  signature  of  Mr.  Henry  C.  Adams,  in  his  letter  dated 
June  3,  1907,  used  the  following  language: 

"CONSIDERATION  OF  DEPRECIATION" 

"A  number  of  points  have  been  raised  by  correspondents  relative  to  deprecia- 
tion that  call  for  the  following  general  statements,  all  of  which  bear  upon  the 
manner  in  which  depreciation  accounts  should  be  treated : 

1.  The  question  of  depreciation  is  fundamentally  a  question  of  values,  and 
not  a  question  of  maintaining  the  original  capacity,  or  a  standard  of  operating 
efficiency,  or  of  keeping  full  the  numbers  in  equipment  series. 

.2.  The  depreciation  rules  may  be  worked  either  on  the  basis  of  the  value 
of  individual  cars  and  locomotives,  or  on  the  basis  of  the  value  of  series  of 
cars  and  locomotives.  On  this  point,  accounting  officers  are  at  liberty,  until 
advised  to  the  contrary,  to  follow  whichever  method  seems  to  them  the  more 
appropriate. 

3.  The  basis  of  accumulation — 'that  is  to  say,  the  amount  to  which  the  per- 
centage rate   is  applied— ought,   in   strict  theory,   to   be  the  original  cost.     For 
the  airmu   year,  however,  accounting  officers  are  at  liberty  tb  accept  original 

t Miniated,    if    not    known),    record    value,    or    purchase    price.      The    term 
rd    value"   should   not    hi-    interpreted   to   mean   the   value  of   the   equipment 
as  it  stands  in  tin-  capital  account    (unless  that  account   represents  the  original 
value  of  the  equipment,  on  hand),  but  the  actual  cost  or  \alue  of  all  equipments, 
when-   charged    when    purchased  ;    and    in    case    purchase    price    be 
pled    a-    the    basil    of    the    percentage   charge    to    depreciation,    the    percentage 
rate  should  1  e  limited  1<>  the  rate  required  to  replace   the  price  paid.     A  second- 
hand  loconiotr.  nut   called   upon  to  provide   for   its   replacement, 
when    abandoned,    1»\    a   new    locotiioti\'  itrd    al><>\c.    it    i>    values   and   not 
locomotives  with   which   depreciation   charges   <i 

4.  The  application  of  depreciation  charges  for  the  current  year  and  sul'se-iuent 

miM    not    be    influenced    by    the    pr.u ••• 
has    U-rn    appreciated    ],-.  pastt 

.due  thus  placed  on  the  property  inu-t  i  uianent  undi\ 

asset  to  the  stockholders.     On  the  other  hand,  -tv   has  <?epreciatcd 

on  account  of  iiiMinVient  charges  to  operating  expenses 
must   not   be   permitted    to    influence   the   determination    of    the   depreciation    rate 

•he   current    y« 

monthly    charges    to    operating    expenses,    for    "depreciation"    on    the 
several  classes  of  equipment  will,  of  necc-  •    ,,r   require  corresponding 
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liability  accounts  to  which  such  depreciation  may  be  credited.  To  that  end, 
carriers  will  be  required,  beginning  July  1,  1907,  to  set  up  an  appropriate  liability 
depreciation  account  for  each  of  the  several  classes  of  equipment  upon  which 
depreciation  is  charged.  These  accounts  should  be  designated  as  follows  : 

(a)  Locomotives — Replacement;* 

(b)  Passenger-train   Cars — Replacement; 

(c)  Freight-train   Cars — Replacement; 

(d)  Electric    Equipment   of    Cars — Replacement; 

(e)  Floating    Equipment — Replacement; 

(f)  Work    Equipment — Replacement.** 
*Including  both  steam  and  electric. 
**Except    locomotives. 

TO  these  replacement  accounts  should  be  credited  monthly  the  amount  of  accrued 
depreciation  on  each  class  of  equipment,  respectively.  Such  credits  should 
invariably  equal  the  gross  charges  to  maintenance  for  depreciation. 

To  these  several  replacement  accounts  under  their  appropriate  heads  should 
be  charged,  at  cost,  all  equipment  purchased,  built,  or  otherwise  acquired  for 
the  purpose  of  maintaining  the  value  of  a  carrier's  equipment. 

The  monthly  charges  to  operating  expenses  for  "Renewals"  of  the  several 
classes  of  equipment  will  be  similarly  treated. 

It  is  not  intended  that  these  accounts  should  be  restricted  to  individual  cars 
or  locomotives,  or  that  carriers  are. not  at  liberty  to  renew  or  replace  equipment 
upon  which  depreciation  has  accrued  prior  to  the  retirement  of  such  equipment. 
On  the  other  hand,  the  several  amounts  standing  to  the  credit  of  those  replace- 
ment accounts  should  be  available  to  carriers  for  the  purposq  of  replacement 
of  equipment  to  the  extent  of  such  credits  ;  however,  all  replacements  in  excess 
of  such  credits  must  be  considered  as  Betterments  or  Additions,  and  charged 
either  to  Income  or  to  Capital." 

We  call  special  attention  to  question  No.  1  in  the  above  quotation, 
where  Mr.  Adams  says  the  question  of  depreciation  is  not  a  question  of 
maintaining  the  original  capacity,  or  the  standard  of  operating  effi- 
ciency, or  of  keeping  a  certain  number  of  cars  in  operation,  but  the 
question  is  entirely  one  of  valuation.  Since  the  above  meniioned 
order  was  entered  by  the  Commission,  numerous  other  instructions 
have  been  issued  which  have  had  the  effect  of  requiring  the  carriers  to 
set  up  depreciation  on  equipment  on  each  individual  car  or  engine,  and 
the  rules  have  further  been  amended  to  the  effect,  or  practically  so, 
that  no  charges  shall  be  made  against  the  depreciation  reserve  set  up 
on  the  books  of  the  railroad  company  and  charged  to  operating  expenses, 
except  for  these  cars  or  engines  that  have  actually  been  scrapped. 

This  method  of  accounting  has  had  the  effect  of  loading  heavy  charges 
onto  operating  expenses,  and  the  creating  of  large  depreciation  reserves, 
amounting  to  a  total  in  round  figures  for  the  entire  United  States  class 
1  roads  to  $520,800,000.00,  as  shown  by  the  Interstate  Commerce 
Commission's  annual  report  for  the  year  ending  December  31st,  1916. 
These  reserves  have  generally  been  invested  in  additions  and  betterments 
to  the  carriers  property,  and  are  being  included  in  the  inventory  that  is 
now  being  made  by  the  Commission.  There  is  no  provision  in  the 
accounting  rules  of  the  Interstate  Commission  which  provides  that  when 
the  depreciation  reserve  is  used  for  the  purpose  of  building  additions 
or  betterments,  the  money  must  be  returned  to  the  treasury  of  the 
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carrier  to  be  used  for  the  purpose  for  which  the  same  is  set  on  the 
books  of  the  company. 

It  is  manifestly  unfair  to  charge  against  operating  expenses  imagin- 
ary sums  of  money  and  later  use  that  money  for  the  purchase  of  new 
property,  and  then  have  that  property  included  in  the  plant  account, 
and  the  public  required  to  pay  a  return  on  property  so  acquired. 

Your  committee  is  of  the  opinion  that  the  question  here  discussed 
will  never  be  fairly  settled  until  the  two  accounts  "Maintenance  of 
Equipment  Repairs"  and  "Depreciation'*  be  combined  and  all  charges 
of  any  kind  for  all  purposes  be  charged  against  such  a  combined  ac- 
count. 

Your  committee  wishes  to  emphasize  the  importance  of  the  question 
here  discussed  and  trusts  that  the  convention  will  give  serious  consider- 
ation to  the  adoption  of  a  resolution  such  as  the  committee  suggests 
later  on  in  this  report. 

CONCLUSIONS 

There  are  a  great  many  accounting  practices  now  being  used  by  the 
railroad  companies  that  should  properly  be  revised,  in  the  estimation 
of  your  committee,  but  the  confines  of  this  report  will  not  allow  the 
discussion  of  many  changes,  that  might  be  very  interesting  to  the 
members  of  the  convention.  Your  committee  have  tried  to  point  out 
a  few  of  the  more  important  questions  that  directly  affect  the  establish- 
ment of  reasonable  intrastate  rates  and  fares.  The  committee  thinks 
that  there  is  urgent  need  of  careful  consideration  and  that  there  is  a 
large  amount  of  technical  work  to  be  done  in  the  very  near  future  in 
order  that  the  state  commissions  may  have  reasonably  accurate  and 
sufficient  data  upon  which  to  knowingly  intrastate  traffic  of  the  railroads 
of  this  country. 

We  are  of  the  opinion  that  your  new  committee  should  be  instructed, 
and  if  necessary,  given  the  power  by  the  Association  to  hold  conferences 
for  the  purpose  of  considering  important  accounting  questions  during 
the  year. 

In  order  that   the  accounting  subjects  di-cn^ed   in  this  report  may 

be  properly  presented  to  the  convention,  your  committee  has  prepared 

the    following   recommendations  in   the   form   of   suggested   resolutions. 

and    has   stated    separately    the   questions   to   which   your   attention    has 

called  in  this  report. 

FORMULA  FOR  DIVII»IN<;  <  ) IT. RATING  EXPENSES 
BETWEEN  STATES 

We  recommend  that  a  resolution  by  the  convention  he  adopted  that 
will  provide  that  operating  expen  am  railroads  shall  be  divided 

on  the  followii 

1.  Maintenance  of  way  and  structure  expense  accounts  sha'l  he 
charged  to  t  MI  which  the  expense  is  incurred.  All  other  main- 

tenance  of    way   and    structi;  which    are    incurred    for   the 
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common  good  of  the  railroad  system,  shall  be  divided  between  states 
on  the  basis  of  the  allocated  expenses  for  this  group  of  accounts  found 
chargable  to  the  several  states  thru  which  the  system  runs. 

2.  Maintenance  of  equipment  group  of  expenses  as  to  yard  engines 
shall  be  charged  to  the   state   in   which  the  engine  performs  service. 
Maintenance  of  road  locomotives  shall  be  charged  to  the  state  in  which 
the  service  is  wholly  performed,  on  train  divisions  which  overlap  state 
lines,  the  expense  of  maintaining  such  engines  shall  be  apportioned 
between  states  on  the  locomotive  miles  made  by  the  locomotive  in  each 
state.  The  expense  of  maintaining  passenger  train  cars  shall  be  divided 
between  states 'on  the  car  mile  basis,  for  the  different  classes  of  pas- 
senger train  cars  stated  in  the  Interstate  Commerce  Commission's  ac- 
counting circulars,  which  require  railroad  companies  to  s'ate  separately 
the  mileage  of  passenger  train  equipment.    The  expense  of  maintaining 
freight  and  work  train  equipment  shall  be  divided  between  states  on  the 
freight  car  mile  basis. 

3.  The  traffic  group  of  expenses  shall  be  charged  to  the  state  in  and 
for  which  the  services  are  performed  as  far  as  possible,  all  other  ex- 
penses  of  this  group  of  accounts  shall  be  divided  between  states  on  the 
basis  of  the  allocated  expenses  found  for  the  traffic  expenses  for  each 
state. 

4.  The  transportation  group  of  accounts  shall  be  charged  to  the 
state  in  which  the  services  are  performed,   such  accounts  as  station 
wages  and  expenses,  yard   wages  and   expenses,  road  train  operating 
expenses  that  run  over  train   divisions  which  lay  wholly   within  one 
state,  should  be  charged  to  the  state  affected.    On  train  divisions  which 
run  beyond  the  state  line  the  expenses  of  operating  such  trains  shall  be 
prorated  between  states  on  the  train  mileage  basis  of  the  trains  affected. 
All  other  transportation  expenses  which   cannot  be   allocated  by   the 
states  shall  be  divided  between  states  on  the  allocated  expense  basis 
found  for  the  transportation  group  of  accounts. 

5.  The  expenses  of  operating  dining  cars  shall  be  divided  between 
states  on  the  dining  car  mile  basis. 

6.  The  general  expense  group  of  accounts  shall  be 'divided  between 
states  after  all  expenses  incurred  in  and  for  an  individual  state  has 
beeen  charged  to  that  state,  on  the  basis  of  the  found  allocated  expenses 
for  the  several  groups  of  accounts,  maintenance  of  way  and  structures, 
equipment,  traffic,  transportation,  and  dining  car  services. 

TAXES.  Accrued  city,  county  and  state  taxes  shall  be  charged  to 
the  state  in  which  the  taxes  are  accrued.  All  other  taxes  shall  be  pro- 
rated between  states  on  the  basis  of  the  allocated  taxes. 

HIRE  OF  EQUIPMENT.  The  hire  of  equipment,  debit  or  credit,  shall 
be  divided  between  states  on  the  ratio  of  the  freight  train  car  mileage 
in  each  state  to  the  total  freight  car  lines  of  the  system. 
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FORMULA  FOR  THE  DIVISION  OF  OPERATING  EXPENSE. 
BETWEEN  FREIGHT  AND  PASSENGFR 

We  further  recommend  that  the  convention  go  on  record  as  favor- 
ing the  following  plan  or  method  for  dividing  operating  expenses  be- 
tween freight  and  passenger  services  after  said  expenses  have  been 
divided  between  states. 

1.  Maintenance  of  way  and  structure  group  of  accounts  shall  be 
charged  direct  where  possible  to  the  class  of   service   for  which  the 
expenses  are  incurred.     By  this  we  mean  that  the  expenses  of  main- 
taining  freight  yards   shall   be  charged  to   freight.     The   expense  of 
maintaining  passenger   stations  should  be  charged  to   passenger,   and 
exclusively    freight    depots    should    be    charged    to    freight     service. 
Station  buildings  used  in  common  for  both  classes  of  traffic  should 
be  divided  between  freight  and  passenger  on  the  space  occupied  basis. 
All  expenses  incurred  for  the  maintenance  of  railway  and  track  struc- 
tures used  in  common  shall  be  divided  between  passenger  and  freight 
on  the  "gross  ton  mile"  basis.     The  expense  of  maintaining  roadway 
buildings  such  as  water  tanks  and  coal  chutes,  shall  be  divided  between 
freight  and  passenger  on  the  gross  ton  mile  basis. 

2.  Maintenance  of  equipment  expenses  shall  be  charged  direct  to 
the  class  of  service  for  which  the  expenses  are  incurred.     Road  loco- 
motives that  perform  mixed  freight    and   passenger    services    shall    be 
Mivided  between  the  two  classes  of  business  on  the  gross  ton  mile 
basis  of  the  trains  affected.    The  expense  of  maintaining  yard  engines 
shall  be  divided  between  freight  and  passenger  on  the  switch  engine 
hour  basis. 

3.  Traffic  expenses  shall  be  charged  direct  to  the  class  of  service  for 
which  the  expenses  are  incurred  where  possible,  the  common  expenses 
shall    be    divided    on    the    allocated    expense    basis    for  this  group  of 
accounts. 

4.  Transportation  group  of  accounts  shall  be  charged  direct  where 
possible    to    the    class  of  service  for  which  the  money  is  expended. 
The  train  dispatchers  and  telegraph  operators  shall  be  divided  between 
passenger  and   freight  on  the  revenue  train  mile  basis.     Station  em- 
ployees  wages  and   expenses  that  cannot  be   charged   direct  shall   be 
divided   between   freight   and   passenger  on  the  time   employed   basis. 
The  yard  group  of  expense  accounts  shall  be  divided  on  the  switch  en- 
gine hour  basis.    All  other  unallocated  expense  accounts  in  this  group 
of  accounts  ^hall  be  divided  on  the  found  expenses  freight  and  pas- 
senger in  the  transportation  group  of  expenses. 

5.  Dining    car    expenses     shall  be    charged    direct  to    passenger 
service. 

6.  General  expenses  shall  be  divided  between  freight  and  passer 

on  the  found  expenses  for  all  of  the  other  group  of  accounts  describe"  1 
in    former   paragraphs  on   this   subject. 
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DEPRECIATION  RESERVES 

\\V  further  recommend  that  the  convention  adopt  a  resolution  re- 
ci  mmendino;  to  the  Interstate  Commerce  Commission  that  that  Com- 
mission change  their  present  accounting  rules  so  that  the  money  spent 
for  the  maintenance  of  equipment  where  the  car  or  engine  is  given 
a  general  overhaul,  be  charged  to  the  depreciation  reserve  account. 

\Ye  move  the  adoption  of  the  report. 

U.  G.  POWELL,  Chairman 

H.  B.  WARREN 

ROYAL  C.  DUNN 
W.  A.  HAMMOND 
FRED  A.  WILLIAMS 


Mr.  CALDERHEAD:  As  a  matter  of  fact,  the  committee  has  asked 
that  the  report  be  adopted,  but  I  do  not  think  anyone  can  take  this 
report  and  in  a  few  hours  digest  it. 

My  own  idea  is  that  representatives  of  the  Interstate  Commerce 
Commission  and  members  of  the  state  commissions  or  representatives 
of  the  state  commissions  should  get  together  and  refigure  the  operating 
expense  account. 

As  a  matter  of  fact  also,  there  cannot  be  very  much  difference  in  the 
statements  contained  in  this  report  and  those  that  would  by  adopted  by 
the  carriers,  and  the  carriers  should  therefore  be  asked  to  come  in  and 
cooperate  with  both  interstate  and  state  commissions  with  reference  to 
getting  up  these  reports.  I  think  it  is  perfectly  practical  for  the  rail- 
roads to  make  a  division  on  state  lines.  I  do  not  believe  it  is  impossible 
to  make  a  fairly  approximate  division  between  freight  and  passenger, 
but  I  believe  whatever  is  done  should  be  done  with  the  consent  and  co- 
operation of  the  Interstate  Commerce  Commission  and  the  carriers. 

I  do  not  know  what  kind  of  a  resolution  should  be  offered,  but  my 
suggestion  would  be  that  the  report  be  received  and  printed  without 
being  adopted  by  this  convention. 

President  ELMQUIST:  You  have  heard  the  motion.  Does  it 
received  a  second? 

(The  motion  was  seconded.) 

President  ELMQUIST:  Mr.  Aitchison,  before  we  present  the  motion, 
may  I  inquire  if  you  have  anything  to  say? 

Mr.  AITCHISON  :  Simply  this :  I  brought  out  to  Mr.  Elmquist, 
president  of  the  Association,  and  also  a  copy  for  Mr.  Powell,  Chairman 
of  this  Committee,  a  tentative  draft  of  the  proposed  formula  for  the 
division  of  operating  expenses  as  between  freight  and  passenger  which 
has  just  been  worked  out  by  the  Bureau  of  Statistics  of  the  Interstate 
Commerce  Commission.  That  will  be  sent  to  each  state  commission 
within  a  very  short  time  for  exaination,  and  of  course  each  commission 
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will  have  the  usual  opportunity  to  express  itself   with  respect  to  the 
proposition  before  it  is  finally  adopted. 

Mr.  CALDERHEAD:  Might  I  ask  if  it  would  be  possible  or  feasible 
for  the  statisticians  of  the  Interstate  Commerce  Commission  to  suggest 
some  method  of  division  of  earnings  and  operating  expenses  by  states? 

Mr.  AITCHISON  :  Whether  it  would  or  not  I  cannot  say,  because 
I  have  not  given  that  matter  sufficient  study. 

Mr.  CALDERHEAD:  I  simply  ask  whether  it  would  harmonize  the 
matter  if  the  Interstate  Commerce  Commission  and  the  state  commis- 
sions could  arrive  at  some  satisfactory  solution  of  that  problem  in 
connection  with  the  carriers. 

Mr.  AITCHISON  :  Of  course  one  difficulty  that  arises  is  with 
respect  to  terminals. 

Mr.  CALDERHEAD:  That  is  one  of  the  reasons  why  I  did  not  want 
this  report  adopted  by  the  convention,  because  it  does  not  deal  with 
terminals. 

Mr.  TAYLOR  (Neb.)  :  I  would  like  to  say  a  word  in  behalf  of  Mr. 
Powell  who  prepared  this  report. 

To  the  profound  regret  of  the  Nebraska  Commission  Mr.  Powell 
retired  from  its  service  on  October  1st  to  enter  upon  private  practice, 
and  in  the  words  of  Commissioner  Finn  of  Kentucky,  this  constitutes 
his  swan  song.  I  think  many  of  you  are  acquainted  with  Mr.  Powell 
and  have  measured  his  capacity  as  an  accountant  and  know  something 
of  his  knowledge  of  these  matters.  He  feels  very  keenly  that  it  is  time 
for  this  Association  to  take  definite  and  positive  steps  with  reference 
to  some  of  these  controverted  matters  that  have  formed  the  basis  for 
controversy  in  our  Congress  and  before  our  commissions  for  years, 
and  while  I  suspect  he  did  not  anticipate  that  all  of  the  recommendations 
which  he  embodied  in  this  report  would  be  adopted,  I  know  that  they 
constitute  his  own  ideas  with  respect  to  what  should  be  done.  I  feel 
that  some  positive  steps,  therefore,  should  be  taken  in  this  direction. 

It  is  possible  that  he  himself  might  modify  his  opinion  in  view  of 
what  Commissioner  Aitchison  has  said  with  respect  to  the  purpose  of 
the  Interstate  Commerce  Commission:  but  I  think  in  justice  to  Mr. 
Powell  it  should  be  stated  here  why  he  embodied  these  things  in  his 
report. 

It  was  to  be  his  last  chance  at  this  convention  and  he  wanted  t<>  <ji\e 
his  opinions  before  he  emit. 

Mr  ;;i!i  \n:     One  of   the  recommendations   contained   in   this 

"t  is  one  which  T  am  inclined  to  think  the  commissions  in  some  of 
the  states  would  disagree  on.  and  that  is  with  reference  to  allocating 
terminal  expense*  to  the  stale  in  which  the  terminals  are  located. 

-  instance.  1  doubt  whether  Minnesota  would  care  to  b.-(\(.  its  rates 
i    UpOfl   <  >;>eration    when    it    i<  <d   that    St.   Paul  and 

Minneapolis  terminals  an-  n-rd   for  the  business  originating  or  passing 
through  the  Dakota*;,  and  if  that   rost    is  to  tu- 
rn  fixing  rate-,   it    would   mean   that   the  rate<  in   Minnesota   under 
recommendation    would    have   to   be   higher   on    account   of  the  higher 
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terminal  costs,  than  they  would  be  in  the  Dakotas. 

Mr.  AiTciiisoN  :     Where  do  you  find  that,  Mr.  Calderhead? 

Mr.  CALDERHEAD:     Under  "Dividing  operating  expenses  by  states." 

Mr.  TAYLOR  (Neb.)  :     On  what  page? 

Mr.  CAIJJERHEAD:  I  do  not  remember  the  page;  page  3,  I  think, 
but  I  distinctly  recall  noticing  that  the  terminal  expenses  were  to  be 
charged  to  operating  expenses  of  the  state  in  which  they  accrued. 

Mr.  TAYLOR:  That,  as  I  understand  it,  involves  the  proposition 
that  it  shall  only  charge  proportionally  to  the  intrastate  traffic  in  that 
state  originating  there,  and  not  that  the  total  terminal  expense  shall  be 
charged  to  the  state  in  which  they  are  located.  That  has  been  one  of 
Mr.  Powell's  arguments,  that  this  terminal  expense  should  be  charged 
to  the  originating  traffic. 

Mr.  JACKSON:  There  is  no  motion  before  the  house  that  this  shall 
be  adopted  as  the  report  of  this  Association,  is  there,  because  if  there 
is  the  report  contains  principles  of  regulation  so  far-reaching  and  so 
vital,  that  the  passage  of  them  by  any  set  of  men  in  the  whole  United 
States  without  a  thorough  discussion  would  seem  futile.  For  instance, 
just  one  sentence  here  "It  is  manifestly  unfair  to  charge  against 
operating  expenses  imaginary  sums  of  money,  and  later  use  that  money 
for  the  purchase  of  new  property" — he  is  speaking  about  depreciation 
reserve — "and  then  have  that  property  included  in  the  plant  account ; 
and  the  public  required  to  pay  a  return  on  property  so  acquired." 

That  may  or  may  not  be  so,  but  it  is  a  very  far-reaching  statement; 
and  there  are  other  statements  of  like  purport  in  this  report,  which  are 
tremendously  far-reaching. 

It  then  speaks  of  the  fact  that  there  is  no  return  of  this  money  to 
the  depreciation  reserve,  but  just  to  show  how  an  argument  can  be  made 
agam.st  that  proposition,  you  can  simply  say  that  when  this  new  property 
is  built  out  of  depreciation  funds,  if  you  capitalize  it  by  issuing  securi- 
ties for  the  new  capital  account,  the  money  which  you  receive  from  the 
new  securities  could  go  to  replace  the  depreciation  fund. 

Mr.  TAYLOR  (Neb.)  :     But  does  it? 

Mr.  JACKSON  :  Now  just  a  moment  please ;  I  say  that  is  the 
argument  that  can  be  made  upon  it.  On  the  other  hand,  if  out  of  the 
net  earnings  which  they  receive  on  the  full  value  of  the  property,  that 
proportion  of  the  earnings  which  is  received  out  of  the  property  which 
has  been  built  out  of  the  depreciation  fund  should  be  required  to  be 
credited  to  the  depreciation  reserve  fund,  and  then  deducted  from 
income,  you  would  then  have  a  depreciation  reserve  getting  its  share 
out  of  the  earnings  on  that  part  of  the  property  which  was  built  from 
the  depreciation  reserve,  which  probably  under  the  ordinary  circum- 
stances is  not  equal  to  the  full  amount  that  might  be  earned  on  the 
property  as  a  whole. 

I  just  call  attention  to  that  to  show  my  suggestion  is  right,  and  how 
utterly  impossible  it  would  be  for  us  to  pass  upon  such  a  tremendously 
important  question  as  is  involved  here  at  this  time,  without  a  very 
deliberate  study  of  the  whole  situation. 
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Mr.  TAYLOR  (Neb.)  :  Mr.  President,  as  I  said  before,  I  am  not 
debating  on  the  floor  the  adoption  of  the  recommendations  in  this 
report.  1  think  I  agree  with  Mr.  Jackson  thoroughly  on  that  point. 
I  have  not  had  an  opportunity  to  consider  these  recommendations 
sufficiently  to  be  satisfied  in  my  own  mind  that  they  ought  to  be  adopted, 
and  I  do  not  think  that  the  rest  of  us  have  had ;  but  I  say  as  a  matter 
of  my  own  opinion  that  the  suggestions  made  by  Mr.  Powell  in  this 
report  merit  the  serious  study  of  every  member  of  this  Association. 

Further,  along  the  line  of  Mr.  Jackson's  suggestion  here  with 
reference  to  the  return  of  the  depreciation  reserve,  Mr.  Powell  is  getting 
at  this  point,  that  the  money  set  aside  out  of  operating  earnings  for  as 
sacred  a  fund  as  the  depreciation  reserve,  if  invested  later  in  physical 
property  used  by  the  utility,  should  be  so  safeguarded  that  that  property 
shall  never  be  capitalized  and  the  money  not  returned  to  the  depreciation 
reserve. 

That  is  exactly  what  we  are  up  against  in  the  consideration  of 
railroad  properties  today.  Hundreds  of  millions  of  dollars  of  property 
built  out  of  operating  earnings  or  surplus,  some  of  it  taken  from  the 
depreciation  reserve,  and  which  the  railroads  today  claim  should  be 
used  as  a  basis  for  earnings.  That  is  a  principle  which  is  involved 
here,  and  from  my  knowledge  of  Mr.  Powell's  ideas  on  this  subject, 
I  know  he  is  seeking  some  method  of  preventing  that  very  thing. 

I  say,  therefore,  while  I  do  not  feel  we  should  adopt  these  recommen- 
dations, I  do  believe  this  report  constitutes  as  valuable  a  contribution 
to  this  subject  as  we  have  had  for  some  time,  and  I  commend  it  to  the 
consideration  of  every  member  of  this  Association. 

Mr:  JACKSON  :  I  personally  thinly  it  is  a  very  able  report,  but  I  do 
not  want  to  have  it  adopted  without  considering  some  of  the  suggestions 
that  may  be  made  on  the  other  side  by  those  who  may  not  agree  with 
the  report.  I  do  feel,  however,  along  the  line  of  depreciation  reserve, 
that  more  drastic  regulation  should  be  enacted  covering  that.  Of 
course  there  comes  in  the  question  of  what  the  best  policy  is  in  that 
regard. 

Mr.  CALDERHEAD:  In  view  of  the  discussion  that  has  arisen,  and 
for  fear  I  niiijht  be  misunderstood  as  condemning  anything  that  is  in 
this  report.  I  suggest  that  the  report  be  received  and  printed  and 
referred  to  the  new  committee  on  railway  statistics  and  accounts,  with 
instructions  to  confer  with  Mr.  Meyer  of  the  Interstate  Commerce 
Commission  and  arrive  at  some  solution  of  the  suggestions  herein 
contained. 

President  ELMQUIST:    And  report  back  to  the  states. 

(The  motion  was  seconded  and  adopted  by  a  viva  voce  vote.) 

President  ELMQUIST:  Kvidently  Mr.  Calderhead  had  in  mind  that 
progress  would  br  made  l>v  having  tin's  o.mmiltrr  -rt  to  work  with 
the  Interstate  Commerce  Commission  and  ainee  upon  s.»me  report  and 
report  hack  t..  the  state  o.mmi-si.m.  If  we  arc  iM.ini;  to  takr  this 
matter  up  year  by  year  as  we  have  been  doing  and  wait  for  approval 
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by  this  convention,   all   of   us  may  be   bald   headed   before   any    final 
conclusion  is  reached. 

Mr.  CALDKKHKAD:     That  is  exactly  correct. 

President     KI.MLHMST:       And     I     was    not    making    any    invidious 
comparisons  against  those  who  have  lost  their  hirsute  appendages. 
(Laughter.) 

Mr.  CLELAND:  Did  I  understand  last  night  that  someone  gave  you 
a  watch,  Mr.  Chairman? 

President  ELMQUIST:  The  correct  time  is  twenty  minutes  of  one. 
(Laughter.) 

Secretary  WALKER:  Mr.  Chairman,  I  would  like  to  have  the 
record  clear  on  this  last  motion ;  is  this  Committee  on  Statistics  and 
Accounts  of  Railroad  Companies  to  report  to  each  individual  state 
commission  ? 

Mr.  CALDERHEAD:    My  idea  would  be  that  it  is. 

Secretary  WALKER  :  And  to  the  Association. 
*  Mr.  CALDERHEAD:     And  to  the  Association. 


COMMITTEES  NOT  REPORTING 

President  ELMQUIST:  Gentlemen,  there  are  some  committees  which 
have  not  yet  reported.  I  will  read  the  list  and  would  like  to  know 
whether  any  member  of  these  committees  has  a  report  to  present. 

Committee  on  Safety  of  Operation  of  Public  Utility  Companies. 

(No  response.) 

Committee  on  Service  of  Public  Utility  Companies. 

(No  response.) 

Committee  on  Railroad  Rates. 

(No  response.) 

Committee  on  Car  Service  and  Demurrage. 

(No  response.) 

Committee  on  Express  and  Other  Contract  Carriers  by  rail. 

(No  response.) 

Committee  on  Capitalization  and  Inter-Corporate  Relations. 

(No  response.) 

Special  Committee  on  Terminals  and  Warehouses. 


REPORT    OF    SPECIAL   COMMITTEE    ON    TERMINALS 
AND    WAREHOUSES 

Mr.  SOLOMON  LEWENBERG  (Mass.)  :  Mr.  Chairman,  in  1917  and 
1918  this  Committee  under  the  leadership  of  Commissioner  Jacobson 
made  very  elaborate  reports  on  the  question  of  car  shortage  and 
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demurrage,  resulting,  in  1918,  in  the  adoption  by  the  convention  of  a 
resolution  that  a  committee  of  three  be  appointed  to  call  upon  the 
Director  General  of  Railroads,  and  call  to  his  attention  what  appeared 
to  be  the  very  point  developed  by  these  reports,  namely,  that  thousands 
of  cars  filled  with  grain  throughout  the  country  were  being  held  at  the 
terminals  because  of  the  lack  of  terminal  facilities  or  warehouses  in 
which  to  store  the  grain. 

That  committee  of  three  consisted  of  Commissioner  Jacobson, 
Commissioner  Spinning  of  Washington,  and  myself.  On  the  day  that 
the  arrangement  was  made  to  visit  the  Director  General,  unfortunately 
Commissioner  Jacobson  took  sick,  and  requested  that  I  lead  the 
committee.  I  suppose  he  did  that  because  he  assumed  that  I  knew  less 
about  warehouses  than  anybody  else.  (Laughter.) 

However,  the  Director  General  very  courteously  made  the  appoint- 
ment with  us,  and  although  he  was  unable  to  meet  us  at  the  offices  of 
the  Director  General,  it  being  out  of  hours,  he  met  us  at  the  Treasury 
r.uilding.  and,  I  took  with  me  on  that  occasion  the  following  gentlemen  : 
Charles  E.  Elmquist,  our  President;  S.  J.  Aandahl.  Commissioner 
from  North  Dakota,  especially  interested  in  and  posted  ou  this 
question;  and  Mr.  O.  O.  Calderhead,  statistician  of  the  Public  Service 
Commission  of  Washington. 

The  interview  began  at  three  o'clock  in  the  afternoon  with  the  reading 
of  a  memorandum.  This  was  the  memorandum: 

"The  National  Association  of  Railway  and  Utilities  Commissioners, 
at  its  session  held  in  this  city  November  13.  1918,  appointed  the  under- 
signed as  a  committee  for  the  purpose  of  presenting  to  you  the 
proposition  of  having  the  Railroad  Administration  ereci.  operate  and 
maintain,  in  connection  with  its  operation  of  the  railroads  of  the 
country,  terminal  facilities  for  the  handling  of  grain  at  such  points  as 
may  be  deemed  advisable.  The  action  of  the  Convention  resulted 
from  two  reports  made  by  the  Committee  on  Car  Service  and  Demur- 
one  at  the  session  of  1917  and  the  other  at  the  present  session. 

"In  your  capacity  as  Director  General  of  Railroads  yon  have  become 
impre^t-d  with  the  importance  of  taking  all  reasonable  steps  to  facilitate 
the  movement  of  equipment  and  relieve  congestion,  especially  during 
the  heavy  crop  seasons,  The  experiences  of  the  last  two  vears  ': 
been  momentous  in  their  results.  The  large  use  of  equipment  for 
Storage  purposes  re-nlted  in  a  most  disastrous  •••mgesiion  throughout 
the  eastern  seaports,  followed  bv  great  loss  and  much  inconvenience  to 
shippers  and  producers  of  grain  throughout  the  country,  and  a  : 

••mic     los^    to     the     consumers.      I  lad     there     Keen     ample 
facilitie  dition  would  not  have  resulted. 

"The  special  committee  begs  leave  to  recommend  that  you  proceed 
to  erect  elevator  and  storage  facilities  at  such  points  in  the  country  as 

inert    the  economic   and   transportation   condit: 

The  summary  on  j.age  (>  of  the  report  of  the  committee  for  the  year 
1918  showed  the  licensed  elevator  capacitv  in  the  large  cities  of  the 
United  states  to  be  226,888,395  bushels.  'The  se\en  grain  export  cities 
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of  the  Atlantic  seaboard,  namely:  Portland,  Me.,  Boston,  New  Yorkr 
Philadelphia,  Baltimore,  Newport  News  and  Norfolk,  have  an  elevator 
capacity  of  21,485,000  bushels  of  grain.  In  actual  commerce  the 
aggregate  capacity  available  for  use  would  be  less  than  11,000,000 
bushels.  Such  figures  speak  for  themselves.' 

"It  will  be  observed  that  the  total  licensed  elevator  capacity  of  all 
of  these  port  terminals  is  less  than  the  facilities  at  Minneapolis  or 
Duluth  or  Chicago,  and  but  slightly  in  excess  of  Buffalo.  The  total 
estimated  capacity  of  all  the  elevators  in  the  country  is  888,900,000 
bushels. 

"Several  advantages  will  accrue  to  the  nation  from  the  Government's 
construction  of  terminal  facilities  at  suitable  shipping  points.  Grain 
stored  in  elevators  can  be  loaded  into  vessels  from  spouts,  thus  effecting 
a  large  saving  in  labor  and  in  the  time  required  to  load  boats.  This  will 
secure  larger  service  from  the  boats.  The  location  of  the  elevators  at 
such  points  would  facilitate  the  unloading  of  the  grain  from  the  cars,, 
thus  avoiding  the  necessity  of  using  them  for  storage  purpose.  This 
will  prevent  congestion  of  cars  in  crop  moving  seasons.  The  lack  of 
storage  facilities  at  shipping  points  results  disastrously  to  shippers 
throughout  the  country.  During  the  last  two  crop  seasons,  when  the 
congestion  was  acute,  grain  could  not  be  billed  to  a  shipping  point 
until  exports  had  been  secured.  Thus  local  elevators  become  stored  to 
capacity,  and  vast  quantities  of  grain  were  held  in  cars  or  piled  on  the 
fields.  The  construction  of  suitable  elevators  will  cause  a  saving  to  be 
made  in  money  which  otherwise  will  have  to  be  expended  for  additional 
equipment." 

We  left  with  the  Director  General  copies  of  the  reports  of  1917  and 
1918  and  we  urged  that  he  give  them  his  attention. 

The  Director  General  replied  in  substance  that  there  was  a  serious 
question  as  to  his  right  to  build  terminal  grain  elevators,  and  the 
railroads  might,  at  the  end  of  federal  control,  question  in  the  courts 
the  necessity  for  their  erection ;  that  it  was  unfortunate  that  a  time 
limit  had  been  placed  upon  federal  operation,  and  that  this  time  limit 
made  it  uncertain  as  to  how  far  he  should  proceed  even  in  case  a 
necessity  existed ;  that  the  revolving  fund  was  well  nigh  exhausted, 
and  perhaps  would  be  very  soon;  that  the  people  had  been  taxed  so 
heavily  and  had  raised  so  much  money,  that  he  did  not  think  they 
ought  to  go  any  further  in  that  direction  unless  it  was  absolutely 
necessary ;  however,  if  the  railroads  expressed  a  wish  to  have  these- 
elevators  put  up,  he  could  probably  help  them  in  the  financing,  and  that 
this  would  relieve  the  embarrassment  of  his  position. 

He  warited  to  know  how  we  expect  to  pay  for  these  elevators,  and 
was  informed  that  it  could  be  done  out  of  the  revolving  fund,  on  the 
theory  that  elevators  are  a  part  of  the  instrumentalities  of  transporta- 
tion, are  naturally  incident  thereto  and  will  remain  a  part  thereof 
whether  or  not  the  Government  continues  to:  operate  the  railroads. 

Then  followed  a  general  discussion  as  to  the  points  where  the  eleva- 
tors should  be  erected.  The  committee  explained  that  the  convention 
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had  expressely  refrained  from  naming  these  points  in  order  to  relieve 
the  Director  General  from  any  embarrassement.  He  seemed  to  think 
that  we  ought  not  to  put  that  up  to  him,  but  should  give  him  specific 
information  showing  the  necessity  for  elevators  as  particular  places. 
He  intimated  that  the  proper  time  to  build  them,  if  it  was  to  be  done, 
was  during  reconstruction  period  when  there  would  be  need  to  employ 
labor. 

He  said  that  another  matter  to  be  considered  was  the  natural  flow  of 
grain  to  European  countries,  the  volume  of  which  could  be  estimated 
by  studying  the  annual  flow  for  a  number  of  years.  After  the  war  we 
may  face  new  conditions.  We  should  know  what  grain  may  be  expect- 
ed to  move  to  Erope  from  the  Argentine  Republic,  from  Australia,  as 
well  as  from  America.  In  making  a  study  of  the  flow  of  grain  and  the 
location  of  points  for  elevators,  he  must  consider  transportation  facil- 
ities and  how  the  grain  can  most  expeditiously  move  to  the  place  de- 
.Kired.  The  impression  we  gathered  from  our  conversation  with  the 
Director  General  is  that  he  has  not  yet  formed  an  opinion  as  to  the 
merits  of  the  application,  but  has  put  the  whole  question  up  to  the 
committee  to  give  him  specific  information  so  that  he  can  decide  the 
matter. 

That  ended  my  connection  with  this  matter.  Later  Commissioner 
Jacobson  informed  me  that  he  had  received  some  information  from 
Judge  Barnes  in  connection  with  the  movement  of  grain,  and  other 
information  from  other  authorities  showing  the  great  necessity  at  cer- 
tain ports,  especially  New  York,  for  increased  terminal  facilities;  and 
inviting  me  to  attend  a  meeting  of  the  committee  in  Xew  York,  which, 
on  account  of  conditions  in  Massachusetts,  I  was  unable  to  attend. 

I  was  very  pleased  to  hear  Mr.  Hines  last  night  say  that  they  had 
adopted  a  policy  of  permitting  the  shipping  of  grain  in  cars  to  seaboard 
only  to  the  extent  that  the  elevators  at  those  ports  could  be  filled,  and 
that  they  were  keeping  the  cars  moving  to  keep  the  elevators  filled, 
but  to  no  greater  extent. 

There  is  one  thing  I  would  like  to  add,  and  it  may  be  when  I  state  this 
that  you  will  agree  with  me  that  it  had  something  to  do  with  what 
happened,  but  I  trust  there  is  no  member  of  the  Convention  will  think 
it  was  the  principal  cause  of  what  happened  ;  immediately  after  this 
conference  at  the  Director  General's  office  I  left  for  my  home  in  Mas— 
achusetts  and  when  I  got  there  I  picked  up  the  morning  pa|>er  and  m 
letters  several  inches  deep  across  the  top  of  the  front  page  were  the 
\a  "McAdoo  ha-  resigned/'  <  Laughter  and  applau 

I  move  you,  Mr.  Chairman,  that  the  report  he  accepted,  printed  ami 
the  committee  di^char 

he  motion  was  -econded  and  adopted  by  a  viva  VOCC  VOfo 


Mr.  H  \YNFS-     I  see  you  are  looking  at  that  new  watch  of  yours 
Mr.  Chairman. 
The   Indiana  C..inmi>-i«.n  is  going  to  be  very  much  disappointed  if 
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you  do  not  see  our  home.  You  arc  supposed  to  be  our  guests  but  as  yet 
\ve  have  not  received  you  at  our  home.  1  am  going  to  suggest  and  in 
fact  move,  that  Committee  meetings  this  afternoon,  as  well  as  the 
sessions  of  the  Convention,  be  held  in  the  hearing  room  of  the  Com- 
mission, on  the  third  floor  of  the  State  House. 

A  great  many  of  you  will  leave  tonight  and  this  will  be  the  only 
opportunity  we  have  to  entertain  you. 

President  ELMQUIST:  Gentlemen,  you  have  heard  the  motion  that 
further  deliberations  of  this  convention  be  carried  on  in  the  hearing- 
room  of  the  Public  Service  Commission  of  Indiana. 

Personally  the  chair  thinks  it  is  a  very  graceful  suggestion. 

(The  motion  was  seconded,  and  adopted  by  a  unanimous  viva  voce 
vote.) 

President  ELMQUIST:  We  will  stand  adjourned  until  2:30  o'clock 
sharp,  in  the  hearing  room  of  the  Public  Service  Commission,  at  the 
State  House. 

(Whereupon,  at  1  o'clock  P.  M.,  a  recess  was  taken  until  2:30  o'clock 
P.  M.,  October  16,  1919.) 


THIRD  DAY— AFTERNOON  SESSION 

Hearing   Room   of   Indiana   Public   Service   Commission. 
Thursday,  October   16,   1919,  3  o'clock  P.M. 

President  ELMQUIST:    Please  come  to  order,  gentlemen. 


SPECIAL   COMMITTEE   ON   TERMINALS   AND    WARE- 
HOUSES 

Air.  LEWENBERG:  Mr.  President,  may  I  add  one  word  to  the 
report  offered  by  me  just  before  the  close  of  the  morning  session? 

President  ELMQUIST:    Proceed. 

Mr.  LEWEXBERG  :  My  attention  was  directed  after  the  adjourn- 
ment by  one  of  the  Commissioners,  to  the  fact  that  a  bill  had 
been  introduced  in  Congress  for  the  building  of  warehouses  at  certain 
places,  and  that  has  been  referred  to  a  committee  and  is  now  pending. 

President  ELMQUIST  :  That  is  true.  I  will  have  that  bill  made  a 
part  of  your  report,  if  you  please,  Mr.  Lewenberg. 
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PRESIDENT   SHAW   MADE   EX-OFFICIO   MEMBER  OF 
VALUATION  COMMITTEE. 

President  ELMQUIST:   Mr.  Taylor,  you  are  recognized  for  a  moment. 

Mr.  TAYLOR  (Nebraska) :  Mr.  President,  I  want  to  offer  a  motion 
that  the  incoming  president  of  the  Association.  Mr.  Shaw,  be  made  a 
member  ex-officio  of  the  Valuation  Committee. 

I  understand  that  this  has  been  done  in  the  past.  There  is  a  very 
good  reason  this  year  why  it  should  be  done,  because  of  Mr.  Shaw's 
connection  with  the  Valuation  Committee  as  chairman,  and  his  close 
study  of  the  work.  Therefore  I  move  that  Mr.  Shaw  be  made  a 
member  ex-officio  of  the  Valuation  Committee. 

(The   motion    received    many    seconds,    and    was   adopted   by   a 
unanimous  viva  voce  vote.) 

REPORT  OF  EXECUTIVE  COMMITTEE. 

President  ELMQUIST:  Mr.  Lewis.  I  believe  you  have  a  resolution 
to  offer. 

Mr.  DWIGHT  N.  LEWIS  (Iowa)  :  Mr.  President,  the  Executive 
Committee,  with  the  assistance  of  the  Valuation  Committee  have 
agreed  upon  resolutions  embodying,  we  believe,  the  ideas  expressed 
by  our  retiring  president  in  his  opening  address.  I  will  read  them. 

RAILROAD  LEGISLATION 

The  Thirty-first  annual  Convention  of  Railway  and  Utilities 
Commissioners,  in  convention  assembled  at  Indianapolis,  Indiana  being 
fully  advised  as  to  the  purpose  for  which  the  railroads  were  taken 
over  by  the  government  and  the  results  of  its  operations ;  and  being 
of  the  opinion  that  the  war  emergency  is  now  over  and  that  there 
is  no  need  for  the  further  continuation  of  the  government  control 
of  railroads,  declares  itself  in  favor  of  the  return  of  the  railroads 
to  private  ownership  and  operation  not  later  than  December  31,  1919. 
The  transition  from  federal  to  private  control  should  be  made  with 
as  little  disturbance  as  possible.  Realizing  that  the  immediate  restor- 
ation of  pre-war  intrastate  rates  would  result  in  violent  discrimina- 
tions between  intrastate  and  interstate  commerce,  we  recommend  that 
the  existing  interstate  and  intrastate  rates,  fares,  charges  asd  class- 
ifications initiated  by  the  Director  General  may  continue  in  force 
for  a  period  not  beyond  July  1,  1921,  unless  sooner  changed  by  the 
state  or  federal  authorities. 

Congress  is  now  considering  remedial  railroad  legislation.  We 
believe  that  certain  principles  should  be  incorporated  into  the  law 
and  do  earnestly  recommend  the  favorable  consideration  of  the  fol- 
lowing : 
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CONSOLIDATIONS 

We  favor  the  prompt  merger,  without  friction,  of  all  the  carrier's 
lines,  facilities  and  organizations  into  a  continental  and  a  unified 
system  in  times  of  stress  or  emergency. 

\Ye  favor  the  merger,  within  proper  limits,  of  the  carriers'  lines 
and  facilities  in  such  part  and  to  such  extent  as  may  be  necessary 
in  the  public  interest  to  meet  the  reasonable  demands  of  our  domestic 
and  foreign  commerce.  Consolidations  of  interstate  lines  or  systems 
should  be  made  with  the  approval  of  the  Interstate  Commission, 
with  ample  provision  for  proper  state  authorities  to  appear  and  be 
heard  for,  or  against,  the  proposition. 

We  favor  the  consolidation  of  terminal  facilities  whenever  the 
public  interest  will  be  promoted  thereby.  In  these  matters  the  local 
state  authorities  are  in  better  position  to  pass  upon  the  merit  of  the 
question  than  a  federal  body  and,  therefore,  we  suggest  that  such 
consolidation  should  not  be  made  without  the  approval  of  local 
authorities.  In  passing  upon  consolidations,  the  public  officers  should 
have  due  regard  to  the  value  of  competition. 

CONSTRUCTION 

We  favor  the  limitation  of  railroad  construction  to  the  necessities 
and  convenience  of  the  public  and  believe  that  no  new  construction 
should  be  permitted  without  the  issuance  of  a  certificate  of  public 
convenience  and  necessity. 

If  the  construction  is  for  a  line  passing  between  two  or  more  states, 
there  can  be  no  objection  to  having  the  federal  authorities  approve 
the  same,  but  its  action  should  be  in  addition  to  and  not  exclusive 
of  the  action  of  local  authorities.  Federal  authority  over  this  subject 
should  not  extend  to  the  construction  of  side  tracks,  spur,  industry, 
team  or  switching  tracks  and  street  cars  and  electric  interurban  lines 
or  the  extensions  of  lines  to  be  located  wholly  within  one  state. 

SECURITIES 

We  favor  the  control  of  the  securities  of  interstate  lines  by  the 
federal  government  under  such  laws,  rules  and  regulations  as  will 
require  copies  of  the  applications  to  be  filed  with  the  proper  local 
authorities  in  the  states  through  which  the  lines  operate. 

In  respect  to  this  question,  we  do  not  believe  that  the  power 
should  apply  to  street  car  companies  or  electric  interurban  companies 
nor  should  it  apply  to  telephone  or  telegraph  companies,  the  major 
portion  of  whose  physical  properties,  devoted  to  public  use,  measured 
by  its  value,  is  located  within  one  state. 
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WATER-WAYS 

We  favor  the  development  and  encouragement  of  inland  waterways 
and  co-ordination  of  railroad  land  and  water  transportation  systems. 

WAGES 

We  believe  that  employes  of  public  service  corporations  should 
be  adequately  compensated  and  that  rates  should  be  established  on 
a  basis  which  will  permit  the  payment  of  just  wages.  Public  service 
should  not  be  jeopardized  by  strikes  or  lock-outs.  The  responsibility 
of  capital  and  labor  is  equal.  Each  owes  to  the  public  the  highest 
measure  of  duty.  Thus,  we  favor  the  development  of  some  plan  for 
the  final  determination  of  wage  disputes. 

TRANSPORTATION  BOARD 

We  favor  the  creation  of  a  Transportation  Board  charged  with 
the  duty  of  making  a  comprehensive  study  of  transportation  condi- 
tions, rail,  water  and  highway,  including  consolidations  of  railroad 
systems  and  terminals.  The  conclusion  of  this  Board  should  be 
submitted  to  the  Interstate  Commerce  Commission  and  its  functions 
should  be  wholly  advisory. 

We  do  not  believe  that  a  Transportation  Board  should  be  given 
any  of  the  jurisdiction  which  is  now  exercised  by  the  Interstate 
Commerce  Commission  over  rates,  valuation,  accounting,  car  service, 
safety  appliances  or  any  other  duties  now  embraced  by  statute. 

FEDERAL   INCORPORATION 

We  are  opposed  to  federal  incorporation  of  railroads,  either  per- 
missive or  required. 

GUARANTEED  RETURN 

In  view  of  the  inherent  social  and  practical  objections  to  the  estab- 
lishment of  a  definite  guaranteed  return  to  private  service  corpora- 
tions, we  wish  to  record  ourselves  as  unalterably  opposed  to  such  a  plan. 

POLICE  POWER 

• 

Under  any   form  of  regulation,  due  consideration   must   In-  ^ivi-n 
to  the  necessity  of  preserving  local   control   over   the  rates,  ser\ 
accounting,  extensions  and  abandomenl   of  the  properties  employed 
in  public  service. 

\\V  n  ie  resolutions  heretofore  adopted  by  this  Convention 

•rim;  CO  n  state  and   federal  authorities  in 

in   r 
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Proper  co-operation  be!t\veen  these  officials  will  eliminate,  to  a 
very  great  extent,  unjust  discrimination  which  may  exist  between 
state  and  interstate  rates. 

Respectfully   submitted, 

DWIGHT   N.   LEWIS,   Chairman 

E.  I.  LEWIS 

WM.  G.  BUSBY 

R.  HUDSON  BURR 

J.   J.   MURPHY 

W.  A.  SHAW 

J.   B.   WALKER 

Executive  Committee 


Mr.  LEWIS  (Iowa)  :  .Mr.  Chairman,  I  move  the  adoption  of  these 
resolutions. 

(The  motion  was  seconded  by  Mr.  Taylor  of  Nebraska.) 

President  ELMQUIST  :  Gentlemen,  you  have  heard  the  motion.  Is 
there  any  discussion? 

Mr.  FUNK:  Mr.  President,  I  would  like  to  ask  a  question  for 
information:  Aside  from  adopting  the  resolutions  as  read,  is  there 
any  further  disposition  to  be  made  of  them  in  the  way  of  sending 
copies  of  them  to  the  various  Committees  of  Congress? 

President  ELMQUIST:  To  make  these  effective,  Mr.  Funk,  I  believe 
that  the  Convention  should  provide  for  the  printing  of  these  resolutions 
and  also  the  wire  resolution  which  was  adopted  this  morning,  and 
instruct  the  secretary  to  send  copies  to  each  member  of  Congress; 
and  also  to  supply  the  members  of  our  Association  with  the  same. 
And,  I  believe  as  soon  as  you  have  received  these  copies,  that  the 
members  of  this  Association  should  take  the  matter  up  directly  with 
their  Senators  and  Congressmen  by  letter  or  in  person,  arid  let  them 
fully  understand  just  what  the  State  Commissions  desire. 

This  is  no  time  for  pussy-footing;  Congress  should  know  the  wish 
of  the  states,  and  to  make  it  effective  we  must  do  that  kind  of  work. 

Mr.  LEWIS  (Iowa)  :  Mr.  Chairman,  we  could  embody  that  in  the 
motion  for  adoption,  if  you  think  best. 

Mr.  WILLIAMS  (New  Mexico)  :  I  think,  Mr.  President,  that  ought 
to  be  embodied  in  it  so  everybody  would  be  lined  up  to  see  that  their 
Senators  and  Congressmen  understand  the  attitude  of  each  State  Com- 
mission. 

Mr.  HELM  :  Mr.  Chairman,  there  is  one  suggestion  I  want  to  make : 
There  is  at  the  beginning  of  this  report  some  recommendation'with 
regard  to  the  consolidation  of  railroads.  Now,  nothing  is  indicated 
there  as  to  how  that  consolidation  shall  be  made,  whether  under  Fed- 
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eral  charter  or  state  charters,  other  than  the  general  protest  against 
the  scheme  of  Federal  incorporation  which  is  later  embodied  in  the 
report. 

What  I  wanted  to  suggest  was  that  that  report  might  be  amended 
so  as  to  specifically  state  that  these  consolidations  should  be  made  under 
the  state  laws  and  not  under  Federal  charter ;  and  that,  however  made, 
ample  provision  should  be  provided  for  continuing  in  force  and  effect 
the  obligations  of  the  present  companies,  by  the  consolidated  company. 
That  does  not  appear  to  have  been  covered  by  any  laws  that  have 
been  proposed  in  Congress  up  to  the  present  time. 

President  ELMQUIST:  There  are  over  thirty  states  whose  laws  pre- 
vent the  consolidation  of  competing  parallel  railroads.  Now,  if  your 
suggestion  were  to  be  incorporated  in  this  resolution  - 

Mr.  HELM  :  Perhaps  the  Sherman  Anti-Trust  Law  would  also 
necessarily  be  waived  by  any  consolidation. 

President  ELMQUIST  :  Yes,  but  whether  Congress  can  as  a  matter  of 
law,  permit  consolidations  of  railroads  as  against  state  laws  which 
forbid  the  same  is  a  question  that  must  be  settled  by  the  court. 

Mr.  HELM  :  That  is  a  very  important  legal  question.  Congress  is 
proceeding  so  far  upon  the  theory  that  they  have  that  power.  I  doubt 
it  very  much.  I  doubt  that  they  have  the  right  to  kill  the  state  in  its 
activities  and  to  deprive  it  of  rights  under  its  constitution,  as  against 
corporations  that  may  be  continued  in  force.  The  Acts  that  have  been 
submitted  so  far  propose  absolutely  to  strike  down  all  of  the  states' 
power  in  that  regard  so  far  as  transportation  corporations  are  con- 
cerned ;  and  this  report  very  properly  condemns  that,  in  my  judgment. 

But  what  I  had  in  mind  was  that  we  should  make  it  clear  that  these 
consolidations,  however  effected,  should  not  be  effected  under  a  Federal 
charter  or  incorporation  act,  and  that  the  consolidated  corporation 
should  assume  the  obligations  and  liabilities  of  existing  railroad  corp- 
orations. I  don't  know  whether  that  is  sufficiently  covered. 

President  ELMQUIST:  I  was  just  wondering.  Judge  Helm,  whether 
we  ought  to  go  into  a  matter  of  detail  in  that  way.  We  have  suggested 
here  that  we  favor  consolidations  under  certain  circumstances. 

Mr.  Hi  IM  :  And  then  you  have  protested  against  Federal  incor- 
poration 

President  ELMQUIST:  Yes.  X<>\v,  does  not  that  indicate  quite 
clearly  the  general  principle  we  favor? 

Mr.  HELM  :  Of  course  if  'it  i-  left  to  the  states,  the  states  will 
take  care  of  that  part  of  it.  I  believe. 

President  KI.M<  >i  IST  :  Yes,  and  leave  it  to  those  who  are  to  present 
this  matter  to  Congress  to  work  out  the  details. 

Mr.  HELM:     My  answer  to  that  is  that  Congress  may,  in  spite  of 
any  recommendations  of  this  hodv.  proceed  alon^  the  lines  they  have 
started    on    and    undertake   to   consolidate    these    roads    under    Federal 
charters,  without    preserving   to  the    State*   and    the    public  the  ben< 
of    the   contracts   and    obligations-    under   which    the   carriers    are   now 

operating, 
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It  is  a  well  known  fact  that  the  Federal  Government  has  reserved 
certain  rights  on  the  part  of  some  of  these  roads  in  the  land  grants, 
and  the  public  has  great  interest  in  that.  I  believe,  therefore,  that 
nothing  ought  to  be  allowed  to  be  injected  which  would  enable  them 
to  side-step  those  obligations. 

President  ELMQUIST:  You  have  raised  a  very  important  question 
there. 

Mr.  HELM  :  I  am  certain  that  if  left  to  the  states  entirely  they 
will  take  care  of  it. 

President  ELMQUIST:  I  believe  the  states  who  are  acquainted  with 
the  contracts  which  now  exist  between  the  corporations  and  the  states, 
and  the  benefits  accruing  either  to  the  corporations  or  to  the  public, 
should  advise  their  Congressmen  of  those  facts  so  that  Congress  will 
have  before  it  all  the  facts  and  can  thus  intelligently  act  upon  the 
question. 

Mr.  HELM  :  There  is  undoubtedly  a  very  strong  sentiment  in  Con- 
gress at  the  present  time  in  favor  of  the  consolidation  of"  these  roads. 

President  ELMQUIST  :    Yes. 

Mr.  HELM  :  It  has  been  recommended  by  the  Director  General 
and  it  is  embodied  in  the  Cummins  Bill,  and  it  is  looking  at  present 
to  a  Federal  incorporation  of  all  these  companies.  If  that  policy  is 
to  be  carried  out  we  want  to  at  least  preserve  the  rights  we  have 
against  the  existing  corporations.  That  was  my  thought,  Mr.  Chairman. 

Mr.  BURR  (Florida)  :  Mr.  President,  this  same  language  has  already 
been  put  before  the  Senate  and  House  Committees  in  Congress  in  your 
testimony. 

President  ELMQUIST  :    Yes. 

Mr.  HELM  :  We  did  not  have  the  question  of  consolidation  as  it 
was  presented  in  the  Cummins  Bill  before  us  at  that  time,  however. 

President  ELMQUIST  :    No,  that  is  true. 

Mr.  JACKSON  :  No,  but  we  came  out  against  Federal  incorporation 
and  in  favor  of  consolidation  under  the  Interstate  Commerce  Commis- 
sion, Mr.  Chairman. 

President  ELMQUIST  :  Any  further  discussion  upon  this  motion, 
gentlemen  ? 

(The  question  was  called  for.) 

Mr.  WEED  (Massachusetts)  :  Mr.  President,  being  in  one  sense 
a  lay  student  on  the  railroad  proposition,  and  having  only  the  point 
of  view  of  a  citizen,  I  feel  that  perhaps  it  is  rather  ungracious  for 
me  to  even  vote  against  this  resolution,  but  I  think  myself,  and  seri- 
ously so,  that  it  is  an  unwise  step  for  this  convention  to  take. 

This  is  a  point  of  view  as  to  a  great  political  question  about  which 
we  must  admit  that  there  is  at  least  a  very  wide  difference  of  opinion. 
It  may  be  true  that  all  the  gentlemen  here  have  resolved  this  question 
in  favor  of  this  resolution.  I  very  seriously  doubt,  however,  that  that 
would  be  true  if  they  had  time  to  sit  down  and  ponder  and  think 
about  it  with  any  fair  degree  of  deliberation. 
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Of  course  this  resolution  is  intended  to  affect  political  action,  and 
we  are  not  a  political  body  but  are  merely  expressing  with  respect  to 
certain  legislation,  the  views,  and  I  hope,  at  least  the  experienced  views 
of  men  who  have  had  some  experience  with  the  questions  we  are 
dealing  with ;  but  nevertheless  views  that  are  entitled  to  weight  only 
so  far  as  they  express  the  views  of  men  who  are  entitled  to  respect 
upon  a  question  great  public  moment. 

As  I  understand  these  resolutions,  and  I  followed  them  with  some 
such  degree  of  care  as  I  might,  I  understand  that  we  want  —  and  this 
is  one  of  the  present  elements  of  the  political  side  of  it  —  to  have  the 
railroads  returned  to  their  private  owners  just  as  those  owners  were 
two  years  ago. 

We  are  also  stating,  as  I  understand  it,  on  another  question  of 
considerable  political  significance  that  we  are  unalterably  opposed  to 
any  form  of  Federal  incorporation. 

Now,  I  do  not  pretend  I  have  reached  any  mature  or  final,  conclusions 
about  either  of  those  questions,  but  so  far  as  I  understand  the  proposi- 
tion, I  think  I  am  opposed  to  both  of  them;  and  I  should  consider  I 
had  hardly  kept  faith  with  my  own  conscience  if  I  sat  silent  here 
and  listened  to  those  resolutions  being  adopted  intending  to  affect 
political  action,  and  said  nothing. 

Of  course  we  are  debating  questions  on  which  there  is  a  chance 
for  a  very  earnest  and  sincere  difference  of  opinion,  but  I  do  not 
believe  that  the  public  interest,  the  great  national  interest,  will  be 
served  by  putting  the  railroads  back  where  they  were  two  years  ago 
and  re-adopting  the  alignment  of  the  old  theory  of  their  conduct  and 
management  which  was  in  force  two  years  ago. 

\Ve  have  made  considerable  progress,  and  if  we  are  ever  going  to 
find  something  like  a  reasonable  and  practicable  solution  of  the  railroad 
problem  in  this  country  through  legislation,  there  is  no  time  better 
adapted  for  that  than  today. 

On  this  proposition,  as  I  understand  it,  while  I  have  no  doubt  that 

those  who  believe  sincerely  in  the  old  ownerships  and  operation  of  the 

mil  roads,  believe  that  it  may  be  constructive,  still   it   may  l>e  there 

«-ry  little  constructive  about  it;   and    I    would   sincerely   regret  to 

see  the  adoption  of  this  resolution. 

Mr.  TAYLOR  (Nebraska) :  Mr.  President,  upon  rctVrrini;  to  tin- 
first  paragraph  of  the  resolution  it  appears  to  me  that  it  does  not 
contain  within  it  the  tiling  that  Mr.  Weed  fears  with  re-pect  to  the 
return  of  the  road-.  This  is  the  language:  "and  being  of  the  opinion 
that  the  war  eineriM-ncv  is  now  over  and  that  tin-re  i»  no  need  for 
the  further  continuation  of  the  government  control  of  railroads,  declares 
itself  in  favor  of  the  return  of  the  railroads  to  private  ownership 
and  operation  not  later  than  December  31,  1919.  The  transition  from 
federal  to  private  control  should  be  made  with  as  little  disturbance  as 
possible." 
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There  is  no  recommendation  there  stated  or  implied  that  they  shall 
be  returned  under  the  same  standard  as  they  were  operated  prior  to  the 
war.  In  other  words,  they  are  merely  to  be  returned  to  the  private 
owners  under  such  conditions  as  they  will  make  that  return  of  as  little 
disturbance  to  the  shippers  and  the  public  as  is  possible. 

It  seems  to  me  we  are  not  saying  there  that  we  want  the  return  of 
the  roads  on  the  same  basis  and  under  the  same  conditions  as  existed 
prior  to  the  war. 

Mr.  JACKSON:  Mr.  Chairman,  as  I  understand  these  resolutions, 
they  embody  in  relation  to  the  proposition  against  national  incorpora- 
tion, merely  a  restatement  of  the  unanimous  expression  of  opinion 
by  this  Association  at  several  previous  meetings. 

President  ELMQUIST:     Yes. 

Mr.  JACKSON:  In  regard  to  the  points  which  Mr.  Taylor  just 
brought  up  and  which  Mr.  Weed  referred  to  in  relation  to  putting 
back  the  railroads  in  the  same  situation  they  were  in  before,  I  think 
there  are  none  of  the  bills  pending  in  Congress  but  which  have  under 
consideration  certain  methods  of  arriving  at  rate  schedules  and  so 
forth,  for  the  protection  of  the  carriers,  together  with  this  matter  of 
consolidation  and  other  matters  which  can  go  before  the  Interstate 
Commerce  Commission,  in  quite  a  different  situation  from  what  they 
were  previous  to  the  time  that  they  were  taken  over  by  Federal  control ; 
but  we  have  not  seen  fit  here  to  express  to  Congress  the  details  of  all 
the  legislation  necessary,  leaving  that  to  Congress;  but  we  have  ex- 
pressed our  opinion  against  a  definite  guarantee  to  the  carriers  rather 
along  the  Warfield  plan,  if  it  is  adopted.  We  have  gone  just  that  far 
in  having  come  to  that  conclusion. 

I  think  T  may  say  the  reasons  for  this  were  fully  discussed  by  the 
Committees  in  Washington,  and  the  matter  was  discussed  before  our 
committees  by  President  Elmquist.  In  the  Congressional  Record  will 
be  found  the  discussion  before  the  Committees  in  Congress,  which 
was  printed  and  distributed,  and  I  suppose  most  of  you  have  it ;  and 
there  will  be  found  in  full  the  reasons  why  we  took  that  position, 
and  all  of  the  matters  we  took  into  consideration  in  arriving  at 
it.  I  think  there  were  tremendously  powerful  reasons  against  a  fixed 
percentage  guarantee,  and  that  is  all  I  understand  to  be  the  extent 
of  this  resolution  here. 

President  ELMQUIST:     You  are  correct,  Mr.  Jackson. 

Mr.  WEED  :  If  this  resolution  is  passed  favoring,  the  return  of 
the  roads  to  private  ownership,  what  will  happen  if  there  should  not 
be,  and  I  doubt  if  there  be,  any  legislation  passed  by  the  31st  of 
December  ? 

Mr.  JACKSON  :  I  will  say,  Mr.  Weed,  that  we  were  surprised  when 
one  of  our  most  prominent  members  came  out  in  favor  of  government 
ownership,  and  we  have  all  been  trying  to  find  out  why  ever  since. 

Mr.  WEED:  I  am  not  discussing  that  question,  I  am  only  trying- 
to  find  out  what  would  happen  if  Congress  proceeded  to  do  exactly 
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what  this  resolution  suggests  that  they  do,  between  now  and  the  31st 
of  December. 

Mr.  JACKSON  :  I  don't  believe  the  New  York,  New  Haven  &  Hart- 
ford will  be  able  to  hold  up  legislation. 

Mr.  WEED:  But  if  this  is  carried  through  just  as  it  is  suggested, 
is  it  not  true  that  the  railroads  will  be  returned  by  the  31st  day  of 
December,  to  their  old  owners,  under  the  same  ownership  and  the 
same  transportation  relations  which  they  had  prior  to  Federal  control  ? 
If  I  am  not  correct  about  that  I  would  like  to  be  corrected. 

Mr.  TAYLOR  (Nebraska):  The  Director  General  intimated  last 
night  that  legislation  is  possible  yet  before  the  31st  of  December. 

President  ELMQUIST:  I  think  reading  the  whole  resolution  together, 
that  it  clearly  expresses  the  idea  that  this  Association  favors  the 
return  of  the  railroads  to  private  operation  and  the  passage  of  certain 
remedial  legislation ;  that  such  legislation  should  at  least  embrace  the 
general  principles  that  have  been  outlined  in  this  resolution. 

Mr.  WEED:  But,  Mr.  President,  I  would  like  if  I  can  get  an 
answer  to  this  question.  Does  it  not  mean,  if  that  resolution  is 
adopted,  that  we  favor  the  return  of  the  railroads  first,  and  then 
anything  that  Congress  may  adopt  later? 

Mr.  JACKSON:     I  do  not  think  that  was  the  idea. 

Mr.  WEED:     Then  what  was  the  idea? 

Mr.  JACKSON:  I  understand  the  idea  to  be,  if  I  may  express  it. 
being  a  member  of  the  Committee,  although  perhaps  it  would  be 
better  for  President  Elmquist  to  express  it,  but  the  idea  is  this,  that 
both  the  bills  pending  provide  for  methods  and  means  of  fixing  rates 
and  proper  measures  for  the  protection  of  the  railroads  and  their 
securities  and  other  matters  of  great  importance,  so  that  that  legisla- 
tion, when  it  does  go  through,  will  be  more  complete  and  thorough 
legislation  than  has  ever  before  existed. 

The  question  of  a  guaranteed  percentage  of  return  is  just  one 
little  phase  of  it,  but  a  very  important  one.  and  some  of  the  con- 
siderations concerning  a  five  and  a  half  or  six  per  cent  guaranteed 
return  to  the  carriers  were  discussed,  and  we  took  the  experience 
of  one  of  the  New  England  roads  which  I  think  President  F.lmqni-t 
presented  to  the  committees  in  Congress,  where  under  a  charter  one  of 
the  railroads  of  New  Hampshire  I  believe,  or  Vermont,  where  that 
road  had  operated  for  twelve  years  under  a  charter  from  the  state 
in  which  the  earnings  over  a  guaranteed  amount  were  to  go  to  the 
state. 

Now  what  happened  there  would  be  exactly  what  would  happen 
under  a  guarantee  percenta:  I  think.  Mr.  Weed,  whether 

they  were  guaranteed  five  and  a  half  per  cent  or  MX  per  cent  return. 
That  company  was  allowed  to  earn  S  per  cent,  if  I  remember  correctly. 
but  anything  in  excess  of  that  was  to  he  paid  into  the  state  treasury. 
It  is  needless  to  say  there  never  were  any  excess  earnings,  that  the 
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operating  expenses  were  fixed  so  there  should  never  be  any  excess 
earnings,  even  if  they  had  to  put  flower  gardens  all  over  the  state 
of  Xe\v  Hampshire.  The  people  found  that  out  in  twelve  years  and 
repealed  that  provision  of  the  law,  and  the  charter  of  that  railroad. 
One  of  the  principal  things  which  has  led  Congress  and  so  many 
people  out  of  Congress  to  believe  that  fixing  a  guaranteed  return 
will  not  work  out  is  that  it  is  likely  to  tend  to  inefficiency  in  operation; 
that  it  does  away  with  any  motive  towards  economy  and  for  progress 
in  adopting  economies,  and  all  that  sort  of  thing.  If  they  are  guar- 
anteed a  fixed  return  it  is  immaterial  to  the  owners  how  efficiently 
they  operate,  and  there  would  be  no  reward  for  operating  efficiently. 
And.  after  all,  it  has  been  the  hope  of  extra  reward  that  has  led  to 
the  development  and  improvement  of  the  principal  railroad  systems 
in  this  country. 

Therefore,  while  there  was  some  merit  in  trying  to  guarantee  to 
the  owners  of  the  railroad  securities  that  their  securities  would  be 
safe,  we  believe  the  bills  which  will  go  through  Congress  will  accom- 
plish that  to  the  full  extent  it  ought  to  be  accompished,  and  still 
leave  the  measure  of  reward  for  efficiency  and  economy  and  the  im-i 
provement  of  properties  which  would  not  exist  under  a  fixed  guarantee. 
Those,  Mr.  Weed,  were  some  of  the  principal  considerations. 

Mr.  MACLEOD:  I  should  like  to 'inquire,  Mr.  Chairman,  whether 
there  is  anything  in  these  resolutions,  if  adopted,  which  would  be 
essentially  in  conflict  with  any  of  the  recommendations  made  by  the 
Interstate  Commerce  Commission  or  by  the  legislation  that  is  em- 
bodied, for  instance,  in  the  Esch-Pomerene  Bill?  It  is  my  under- 
standing of  these  resolutions  that  they  would  not  interfere  in  any  way 
with  the  carrying  out  of  the  substantive  part  of  that  program  as 
represented  in  the  recommendations  of  the  Interstate  Commerce  Com- 
mission and  in  the  bill  referred  to. 

Mr.  JACKSON  :     I  so  understand  it. 

Mr.  MACLEOD:  It  seems  to  me  that  the  Committee  and  the  Con- 
vention is  taking'  a  sound  position  at  this  time  in  not  committing 
itself  to  any  of  the  more  radical  plans  which  are  involved  in  certain 
other  legislation  that  has  been  suggested  from  certain  other  quarters. 
I  believe  this  will  represent  as  large  a  body  of  practical  legislation 
as  can  be  put  through  at  this  time,  because  upon  analysis  I  think 
you  will  find  that  most  of  the  more  far  reaching  plans,  in  addition 
to  being  open  to  objection  on  the  matter  of  principle,  depend  upon 
the  fulfillment  of  certain  conditions  which  make  it  practically  impos- 
sible as  a  practical  matter  to  have  anything  done  at  the  present  time, 
because  to  mention  only  one  matter,  a  determination  of v  the  value 
of  the  different  carriers  is  almost  an  essential  prerequisite  for  the 
actual  carrying  out  of  the  some  of  the  more  ambitious  plans  that  have 
been  presented. 

I  may  say  with  respect  to  the  preliminary  part  of  these  resolutions 
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by  which  this  Convention  is  put  on  record  as  favoring  the  immediate 
return  of  the  properties  to  private  control,  that  I  assent  to  that  because 
I  believe  that  is  desirable  if  the  problem  can  be  worked  out  in  that 
way.  I  do  so,  however,  with  the  reservation  that  in  my  opinion  it 
is  extremely  doubtful  if  the  properties  can  be  returned  under  condi- 
tions which  the  public  will  accept  and  which  will  permit  of  their 
continued  and  satisfactory  operation  under  private  control.  It  is 
my  personal  view  that  if  this  experiment  can  be  tried  out,  the  prop- 
erties ought  to  be  operated  by  private  capital  if  they  can  be,  with 
due  regard  to  the  public  interest ;  and  that  experiment  ought  to  be 
tried  out,  even  if  it  is  possible,  as  I  believe  it  is,  that  that  experiment 
may  not  in  the  end  prove  profitable,  and  that  the  country  may  be 
driven  in  the  last  analysis,  to  the  position  where,  in  spite  of  the 
defects  and  limitations  of  public  operation,  they  may  find  that  is  the 
lesser  of  two  evils,  and  the  more  efficient  way  of  getting-  credit  for 
these  companies  which  will  permit  of  their  proper  operation. 

Mr.    BURR:     Mr.   President,   it   seems   to   me   that   this   resolution 
contains  nothing  but  what  has  already  been  presented  in  the  testimony 
on  behalf  cf  this  Association  by  yourself. 
President  KI.M<JI"I>T:  Yes.  sir. 

Mr.  BURR:  .After  several  conferences,  and  after  notice  to  every 
Commission  in  the  United  States  that  the  conference  would  be  held  for 
that  purpose.  It  is  only  a  boiled  down  statement  of  the  detailed  tes- 
timony which  you  have  presented  already  to  Congress. 

Therefore,  to  change  that  at  this  time  it  seems  to  me,  would  put 
this  Association  in  the  attitude  of  saying  to  Congress,  "We  do  not 
know  what  we  want." 

If  we  are  going  to  change  here  in  six  week>'  time  after  the  details 
of  this  testimony  have  been  presented,  it  seems  to  me  we  would  find 
ourselves  in  that  precise  position. 

Besides,  it  seems  to  me  that  this  resolution  boiled  down  as  it  is, 
is  only  to  get  a  broader  endorsement  of  the  Association  than  we  possi- 
bly had  when  we  were  in  Washington ;  and  I  cannot  see  to  save  my 
life  how  we  will  do  any  harm.  Certainly,  if  it  is  passed  in  its  present 
form  it  will  not  cross  us  in  what  we  have  already  presented  to  Con- 
gress. 

Mr.  LEWENBERG:  I  would  suggest  that  we  mi.^ht  cure  what  my 
genial  colleague  fears  will  l>e  the  effect  of  these  resolutions,  by  adding 
these  few  wonN  : 

"That  it  i>  the  judgment  of  the  Association  that  specific  legislation 
covering  these  points  should  be  coincident  with  turning  the  railroads 
back  to  private  control." 

I 'resident  KI.MOIIST:  Let  me  state  that  the  second  paragraph  on 
the  tir-t  paLjr  read-  a^  follows;  "Congress  is  now  considering  remedial 
railroad  legislation.  We  believe  that  certain  principles  should  be 
incorporated  into  the  law  and  do  earnestly  recommend  the  favorable 
consideration  of  the  following." 
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Mr.  LEWENBERG  :  The  only  point  I  had  in  mind  was  to  provide 
that  the  turning  back  and  the  remedial  legislation  should  be  coincident. 
In  other  words,  if  they  are  to  be  turned  back  on  December  31st,  that 
before  that  date  Congress  shall  have  passed  the  requisite  remedial 
legislation. 

Mr.  MACLEOD:  Would  it  add  anything  to  it  if  it  were  suggested 
just  at  the  point  where  you  read,  Mr.  Chairman,  that  "while  favoring 
such  remedial  legislation  we  believe  it  should  incorporate  the  following 
principles  ?'' 

That  might  put  the  Convention  on  record  as  being  in  a  co-operative 
attitude  towards  some  proper  form  of  remedial  legislation.  That,  I 
think,  is  perhaps  implied  there,  is  it  not,  although  not  definitely  stated  ? 

President  ELMQUIST:     I  think  so. 

Mr.  HELM  :  Mr.  Chairman,  I  do  not  want  our  friend  Mr.  Macleod 
to  be  under  any  misapprehension  as  to  what  was  the  purpose  of  the 
Committee  which  helped  to  prepare  these  recommendations  that  were 
submitted  by  yourself  to  the  Committees  in  Congress  with  regard  to 
the  Esch-Pomerene  Bill. 

I  understood  you  to  say  you  wanted  to  know  whether  there  was 
anything  in  these  recommendations  that  would  in  any  way  be  in  conflict 
with  the  program  that  was  there  outlined.  As  I  understood  it,  our 
purpose  was  in  the  formulation  of  these  recommendations,  to  take  that 
bill  as  the  basis  for  action,  but  it  had  in  our  opinion  certain  pro- 
visions looking  to  the  elimination  of  the  authority  of  the  states  over 
local  matters  that  in  the  judgment  of  the  representatives  of  the 
Commissions  at  these  meetings  ought  to  be  safeguarded ;  and  you  will 
find  that  practically  every  one  of  those  recommendations  has  reference 
to  the  changing  of  the  language  of  that  Esch-Pomerene  Bill  in  such  a 
way  as  to  preserve  to  the  states  their  rights  of  regulation  over 
capitalization,  over  local  extensions,  and  over  rules  and  regulations 
that  they  have  heretofore  exercised.  That  was  our  principal  thought, 
to  see  to  it  that  there  wasn't  anything  in  the  legislation  proposed  that 
would  rob  the  states  of  the  degree  of  jurisdiction  which  they  had  . 
heretofore  exercised. 

That  was  the  main  purpose  we  had  in  mind  in  framing  those 
recommendations,  and  in  our  opinion  the  law  as  it  had  been  framed 
and  reported  in  the  Esch-Pomerene  Bill  did  not  properly  protect  the 
jurisdiction  of  the  state  in  some  of  these  matters.  In  fact,  the  language 
would  seem  to  indicate  that  the  entire  regulation,  for  instance,  of  the 
issuance  of  capital  securities  would  be  conferred  upon  the  Interstate 
Commerce  Commission,  even  in  the  matter  of  incorporation  of  local 
telephone  companies,  or  the  smallest  degree  of  extension  of  service  on 
spur  tracks  and  switches,  and  everything  of  that  sort,  which  ought 
certainly  to  be  left  to  the  jurisdiction  of  the  states.  Therefore,  it  was 
our  thought  to  make  clear  that  the  jurisdiction  should  remain  with  the 
states  and  that  these  recommendations  should  be  made  to  change  the, 
law  so  that  it  would  be  specific  as  to  the  limits  of  the  jurisdiction  of  the' 
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Interstate  Commerce  Commission  in  order  that  it  should  not  invade 
the  jurisdiction  of  the  states. 

\Ve  at  that  time  understood  that  the  Senate  Bill  \vould  contain  other 
matters  looking  to  the  reconstruction  after  the  railroads  were  turned 
back  to  the  owners,  such  as  the  consolidation  of  the  roads,  the  creation 
of  a  Transportation  Board  and  a  number  of  other  matters.  We  did 
not  at  that  time  have  before  us  the  Senate  bill,  but  we  were  advised  by 
Senator  Cummins  of  many  of  its  terms,  which  have  since  been 
incorporated  in  the  bill. 

In  the  Senate  bill  as  prepared  by  Senator  Cummins,  to  which  has 
been  added  the  Esch-Pomerene  Bill,  the  amendments  which  we  suggest 
have  many  of  them  been  incorporated  in  that  part  of  the  Cummins 
bill ;  and  the  provisions  that  we  thought  were  harmful  to  the  states  have 
been  left  out  of  that  bill,  so  that  the  action  of  your  Association  has 
been  effective  thus  far  in  that  the  Senate  has  incorporated  in  its  reports 
that  part  of  the  bill  which  amends  the  present  Interstate  Commerce 
Act  by  conforming  it  to  the  wishes  of  the  States. 

As  to  this  other  question  of  federal  incorporation  and  consolidation, 
and  a  representative  of  the  employes  on  all  of  the  Boards  of  Directors, 
and  the  Wage  Board,  those  are  new  matters  that  are  brought  into  the 
Cummins  Bill  and  about  which  we  made  no  specific  recommendation 
at  the  time,  and  they  are  now  embodied  in  the  report  of  the  Executive 
Committee  in  the  form  of  certain  recommendations  or  expressions 
of  opinion. 

I  think  that  you  should  know  we  are  not  in  every  respect  adopting 
the  language  of  the  Esch-Pomerene  Bill  to  its  full  extent,  but  have 
suggested  modifications  of  it  that  would  preserve  the  rights  of  the  states. 

Mr.  MACLEOD:  I  did  not,  of  course,  wish  to  indicate  I  believed 
these  resolutions  were  inconsistent  in  the  least  with  the  terms  of  the 
Esch-Pomerene  Bill.  I  referred  in  my  remarks  to  the  substantive 
program  of  relief  to  the  railroads  embodied  in  those  bills,  and  it  was  in 
relation  to  the  suggestion  of  Mr.  Weed  that  these  resolutions  might 
block  the  way  for  any  form  of  relief  for  the  railroads. 

In  my  opinion  the  proper  relief  to  the  railroads  would  not  be 
affected  by  some  change  in  the  machinery,  provided  provision  is  im<  li- 
fer the  consolidations  and  some  of  the  other  matters  provided  for  in 
that  legislation,  such  as  the  joint  use  of  terminal  facilities,  changes  in 
present  procedure  with  respect  to  rates  in  order  to  facilitate  more 
speedy  adjustment  of  matters  in  controversy  and  other  projections 
of  that  kind. — that  the  relief  of  the  railroads  would  not  be  affected 
by  the  precise  method  of  machinery  adopted;  and  whether  that  was 
done  under  state  or  Federal  control,  as  long  as  the  relief  was  granted. 
it  would  answer  the  purpose. 

Mr.  LEWIS  (Iowa)  :     Getting  hack  to  the  resolutions.  T  \\-Jsh  i 
that  the  Committee  acted  exactly  in  accordance  with  the  instructioi 
the  Convention.     These  recommendations  in  these  resolutions   are  in 
exact   accnrdance  with  the  recommendations  of  the   President   in   his 
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address,  and  have  been  approved  by  him  as  embodying  his  views  as 
expressed  to  us  in  his  opening  address. 

I  do  not  believe  Mr.  Weed's  objection  is  well  taken,  for  there  can  be 
no  question  but  when  we  speak  of  the  remedial  railroad  legislation 
now  being  considered  by  Congress,  that  we  believe  they  should  incorpo- 
rate certain  things  into  it,  that  that  certainly  must  be  taken  into 
consideration  with  our  recommendation  that  the  railroads  be  returned 
to  private  ownership  not  later  than  December  31st. 

The  President  has  said  he  is  going  to  do  that.  Mr.  Hines  said  last 
night  it  would  be  done ;  and  we  are  simply  insisting  upon  it  being  done. 
I  think  it  puts  the  responsibility  up  to  Congress  where  it  belongs,  to  see 
that  the  proper  legislation  is  enacted  to  take  care  of  not  only  the  railroad 
property,  but  of  the  public;  and  I  do  not  believe,  Mr.  Weed  that 
carefully  read  you  will  find  that  objection  to  it.  I  believe  we  have  acted 
exactly  in  accordance  with  the  action  taken  by  the  Convention  day 
before  yesterday. 

Mr.  LEE:     I  move  the  previous  question. 

(The  motion  was  seconded.) 

Mr.  LEWENBERG:  Mr.  President,  does  that  come  on  my  motion  to 
add  those  few  words? 

President  ELMQUIST:  That  was  not  seconded.  You  made  that 
as  a  suggestion  and  not  as  a  motion. 

Mr.  LEWENBERG  :  I  did  make  that  as  a  suggestion,  but  if  my  good 
friend  on  the  right  will  waive  the  previous  question  for  a  moment  I 
will  make  that  as  a  motion. 

Mr.  LEE:     No  objection. 

Mr.  LEWENBERG  :  I  move  you  that  the  resolutions  be  amended  by 
adding  these  words:  "That  it  is  the  judgment  of  the  Association  that 
this  remedial  legislation  be  coincident  with  the  turning  back  of  the 
railroads  to  private  control." 

Mr.  WEED  :     I  second  that. 

Mr.  KINKEL:  That  is  going  just  a  little  bit  farther,  it  seems  to  me, 
than  this  Association  ought,  in  propriety  to  go.  To  me  it  seems  entirely 
fitting  and  proper  to  make  recommendations  to  Congress  and  to  give 
Congress  the  benefit  of 'our  opinions  in  regard  to  these  matters;  but  to 
say  to  Congress  when  a  thing  should  be  done  certainly  exceeds  the 
limits  of  our  authority.  And,  without  wishing  in  any  way  to  be  offen- 
sive, it  seems  to  me  it  is  going  a  little  beyond  the  proprieties  of  the 
occasion.  For  those  reasons  I  hope  this  motion  will  not  prevail. 

(The  question  was  called  for.) 

Mr.  WEED:  Might  I  suggest,  in  answer  to  that,  if  I  understood 
the  resolution  correctly,  it  said  that  the  Convention  was  in  favor  of 
the  return  of  the  railroads  by  December  31st.  Am  I  correct  about 
that?  Therefore,  we  have  taken  a  very  definite  stand  about  that. 

I  admit,  of  course,  the  President  has  said  he  was  going  to  do  that.* 
I  think,  however,  it  will  be  a  very  serious  matter,  at  least  to  my  section 
of  the  country,  if  the  return  of  the  railroads  occurs  and  any  remedial 
legislation  lags,  and  it  is  very  likely  to  lag  a  good  deal. 
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We  are  in  the  position  here,  I  heleive.  of  urging  that  these  railroads 
be  returned  to  their  owners  by  December  31  si.  when  we  know  there  will 
be  no  remedial  legislation  in  all  human  probability,  by  that  time. 

MR.  I-YNK:  In  answer  to  the  last  statement  of  .Mr.  Weed,  if  I 
understood  him  correctly,  and  it  was  difficult  to  hear  him,  it  was  to  the 
effect  that  we  know  there  will  be  no  remedial  legislation  prior  to  Jan- 
uary first. 

I  do  not  believe  I  am  violating  any  confidences  in  saying  that  Mr. 
Max  Thelen  told  me  last  night  in  response  to  a  question  as  to  whether 
he  thought  remedial  legislation  would  be  enacted  before  the  first  of 
January,  that  emphatically  he  thought  there  would  be  remedial  legis- 
lation enacted  by  that  time. 

At  the  session  this  forenoon  I  asked  the  Chairman  of  the  Interstate 
Commerce  Commission  if  he  thought  that  Congress  would  act  in  the 
matter  of  the  return  of  the  railroads  before  the  first  of  January,  and  he 
very  specifically  stated  that  in  his  judgment  Congress  would  act. 

It  seems  to  me  that  any  consideration  of  this  subject  at  all  must  be 
upon  the  basis  that  if  Congress  acts  at  all  it  will  as  a  matter  of  good, 
common  horse  sense  provide  the  necessary  remedial  legislation.  I  cannot 
conceive  in  my  own  mind  of  Congress  passing  a  bill  returning  the  rail- 
roads to  their  former  owners  without  passing  upon  the  various  questions 
and  suggestions  that  have  been  made  as  to  the  terms  upon  which  the 
roads  should  be  returned  ;  and  I  think  that  is  the  general  view. 

It  would  be  inconceivable  that  Congress  should  arbitrarily  pass  a 
bill  returning  the  roads  to  their  owners  and  leave  undone  the  thing 
that  everyone  wants  done,  and  assumes  will  be  done. 

Mr.  JACKSON  :  Mr.  Chairman,  a  good  many  of  us  have  got  to  leave 
shortly.  It  seems  to  me  that  we  ought  to  have  a  vote  on  this  and  get 
on  to  other  matters. 

President  ELMQUIST:  As  I  understand  it,  a  good  many  people  are 
going  to  leave  on  the  4:35  train.  Is  there  some  way  by  which  we  can 
take  action  on  this  motion? 

Mr.  LEWENBERG:  There  is  nothing  I  can  say  that  would  influence 
this  question  one  way  or  the  other,  probably,  but  inasmuch  as  my  friend 
from  Kansas  was  so  worried  as  to  the  propriety  of  the  innocent  sug- 
gestion I  made,  it  seems  a  reply  would  not  be  out  of  place. 

You  have  all  said  that  you  want  something  important  done.  Now. 
the  important  thing  today  is  when  you  want  it  done-.  What  Mr.  Weed 
has  pointed  out  is  the  possible  tiling  that  might  happen.  Now  you 
simply  emphasize  here  to  Congress  that  this  shall  be  accompanied  by 
remedial  legislation  before  or  coincident  with  the  passing  of  the 
property  into  private  control. 

It  seems  to  me  that  those  propositions  go  hand  jn  hand  and  that  if 
one  is  improper  the  other  is  certainly  more  improper  because  it  goes 
into  greater  detail  and  is  perhaps  more  objectionable. 

President    El  ICQl  <ntlcmen.  the  question   i-  upon   the  B 

of  the  gentleman   from   Massachusetts-   that   the  1an-uai:e  he  SUgge 
namelv.    tl.at    the    return    be    coincident    with    remedial    legislation,    be 
adopted. 
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Mr.  LEWEXBERG:  Or  that  remedial  legislation  be  coincident  with 
the  return  of  the  roads. 

(The  question  was  called  for,  and  being  put  to  a  viva  voce  vote,  the 
motion  was  lost.) 

President  ELMOUIST  :  The  question  now  recurs  upon  the  original 
motion  for  the  adoption  of  the  report  as  read. 

Mr.  JACKSON  :  And  that  is  upon  the  previous  question  without 
debate. 

President  ELMQUIST:  Yes,  that  is  upon  the  previous  question  with- 
out debate. 

( The  question  was  called  for,  and  the  motion  adopted  by  a  viva  voce 
vote.) 

President  ELMQUIST  :  The  question  now  recurs  upon  the  original 
motion  of  the  Chairman  of  the  Executive  Committee,  that  the  report 
be  adopted  as  read.  Are  you  ready  for  the  question? 

( The  question  was  called  for,  and  being  put  to  a  viva  voce  vote,  pre- 
vailed.) 

President  ELMQUIST  :  The  resolution  is  adopted.  Now,  Mr.  Lewis, 
will  you  also  offer  a  motion  that  the  Convention  be  authorized  to  print 
this  resolution,  and  the  wire  resolution,  and  have  them  distributed 
among  all  the  members  of  Congress  and  the  State  Commissions. 

Mr.  LEWIS  (Iowa)  :  I  suggest,  Mr.  Chairman,  that  that  not  only 
be  made  the  motion,  but  that  in  the  interest  of  expedition  of  service, 
the  Bureau  at  Washington  have  the  printing  done.  Would  that  be 
more  expeditious,  to  have  the  printing  and  distribution  done  in  Wash- 
ington ? 

President  ELMQUIST:  Yes,  I  can  have  it  done  right  there  if  you 
wish. 

Mr.  LEWIS  (Iowa)  :  I  believe  that  should  be  done  in  the  interest 
of  getting  it  out  as  quickly  as  possible. 

President  ELMQUIST  :  You  have  heard  the  motion,  gentlemen,  that 
this  resolution  and  the  wire  resolution  be  printed  and  that  the  Wash- 
ington Bureau  circulate  it  among  the  State  Commissions  and  the  mem- 
bers of  Congress.  Are  you  ready  for  the  question, 

(The  motion  having  been  seconded,  was  put  to  a  viva  voce  vote, 
and  prevailed.) 


RESOLUTION     ON     PASSENGER   -RATES   -IN   -INTER- 
MOUNTAIN   STATES 

President  ELMQUIST  :  Mr.  Johnson,  have  you  a  resolution  you  wish 
to  offer? 

Mr.  JOHNSON  :  Mr.  President,  I  had  this  resolution  drawn  for  me 
but  I  have  not  had  an  opportunity  to  look  it  over. 

President  ELMQUIST:  Gentlemen,  will  you  please  give  attention  to 
this  resolution.  On  the  first  day  of  the  Convention  Mr.  Johnson 
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and  Mr.  Williams  offered  a  resolution  which  was  not  voted  upon,  no 
action  being  taken.     Now  here  is  a  substitute. 

Mr.  JOHNSON  (Reading)  :  *"Since  the  railroads  now  being  oper- 
ated by  the  government  are  in  theory  a  unified  system,  and  this  Con- 
vention has  learned  that  in  certain  sections  of  our  country  there  are 
wide  differences  in  the  passenger  rates  charged  by  the  standard 
Class  "A"  roads  in  the  same  territory ; 

"Now,  THEREFORE  BE  IT  RESOLVED,  that  the  Convention  urge  the 
Director  General  to  give  careful  consideration  to  discriminations,  if 
they  exist,  and  take  such  action  as  may  be  advisable  to  remove  the 
same." 

I  move  for  the  adoption  of  the  resolution. 

(The   motion   was   seconded.) 

President  ELMQUIST:  You  have  heard  the  motion.  Is  there  any 
discussion. 

Mr.  MACLEOD:  Mr.  President,  I  was  not  present  when  the  motion 
came  up  before,  but  I  should  think  it  was  highly  improper  that  this 
action  should  be  taken  at  this  time. 

If  I  know  the  attitude  of  the  Director  General  of  Railroads  as  it  was 
recently  expressed  to  me  by  Judge  Prouty,  he  has  practically  declared  a 
Uuce  with  regard  to  any  rate  change  during  the  expiring  two  or  three 
months  of  his  regime.  Now  the  suggestion  made,  however  proper  it 
flnay  be,  is  one  that  in  my  judgment,  ought  to  be  taken  up  through 
the  regular  channels,  by  the  Interstate  Commerce  Commission  and  by 
the  State  Commissions  when  the  time  conies  for  adjustment ;  and  in  my 
opinion  this  is  not  the  time  to  interfere  with  that  matter. 

Mr.  MAXWELL:  I  merely  wish  to  renew  the  objection  I  made  when 
the  original  resolution  came  before  the  Association,  and  to  express 
my  opinion  that  it  is  not  a  proper  procedure  for  this  Association  to 
adopt  any  resolution  that  would  have  a  bearing  upon  a  particular  rate 
question. 

I  have  attended  meetings  of  this  Association  for  I  think  some  ten 
years,  and  I  think  that  is  the  only  situation  of  that  kind  I  have  known 
of  which  the  Association  has  been  asked  to  use  its  influence  in  correct- 
ine.  If  we  launch  out  on  that  policy  of  course  any  number  of  cases 
will  conic  up.  I  think  we  could  furnish  enough  work  from  North 
•linn  to  entertain  the  Association  at  a  good  many  annual  conven- 
tion,, and  for  that  reason  I  do  not  think  we  ought  to  adopt  this 
resolution. 

(The  question  was  called  for.  and  the  motion  being  put  to  a  viva 
voce  vote,  was  lost.) 
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RESOLUTION  OF  THANKS 

President  ELMCJUEST:  Mr.  Murphy,  I  believe  you  have  a  resolution. 
MR.  J.  J.  MURPHY    (South  Dakota)  :  Mr.  President,  your  Commit- 
tee on  Memorials  begs  leave  to  submit  the  following  resolution : 

October  16,  1919. 

BE  IT  RESOLVED  by  the  National  Association  of  Railway  and  Utilities 
Commissioners  now  in  convention  assembled,  that  our  hearty  thanks 
and  appreciation  be  extended  to  the  Honorable  Public  Service  Commis- 
sion of  Indiana,  The  Chamber  of  Commerce  of  the  City  of  Indian- 
apolis, the  management  of  the  Claypool  Hotel  of  said  city,  and  the 
city  and  citizens  generally  of  the  City  of  Indianapolis,  for  the  elaborate 
banquet,  genertms  hospitality  and  entertainment  extended  our  Asso- 
ciation at  its  thirty-first  annuaj  convention  held  in  the  beautiful  con- 
vention city  of  Indianapolis.  And 

BE  IT  FURTHER  RESOLVED,  That  our  hearty  thanks  and  commendation 
be  extended  to  the  Associated  Press,  United  Press,  the  International 
News  Agency  and  the  local  press  of  Indianapolis  for  the  splendid  and 
efficient  manner  in  which  the  procedings  of  said  convention  have  been 
reported  and  published. 

J.  J.  MURPHY 
WM.  G.  BUSBY 
FRANK  W.  SHEALY 
SID  D.  DOUTHITT 
GRANT  E.  HALDERMAN 


Mr.  MURPHY  :    1  move  that  the  report  be  approved. 

(The  motion  received  many  seconds,  and  was  carried  by  a  unanimous 
rising  vote). 

Mr.  LEWIS  (Indiana)  :  Mr.  Chairman,  I  am  rising  to  accept  and 
approve  of  the  second  paragraph  in  which  we  pay  a  tribute  to  the 
Press  Associations  who  disseminated  over  this  country  the  news  of 
our  convention  in  Indianapolis.  That  is  one  of  the  reasons  you  gen- 
tlemen came  to  us,  and  the  Associated  Press  and  United  Press  and  other 
agencies,  have  been  doing  their  part  in  enlightening  the  rest  of  the 
country. 

Secretary  WALKER:  May  I  add  just  one  word  to  the  resolution 
adopted. 

Last  year  the  Convention  instructed  the  secretary  to  make  such 
preparations  as  were  necessary  for  the  convention  in  Indianapolis. 
Owing  to  the  kindness  and  courtesy  of  the  Indiana  Commission,  and 
especially  its  chairman,  Mr.  Lewis,  your  secretary  has  had  nothing  to 
do.  (Laughter  and  app1ause) .  All  the  arrangements  were  made  by  the 
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Indiana  Commission,  and  the  result  proves  that  the  Convention  was 
unwise  in  leaving  it  to  the  secretary.  They  ought  to  have  put  it  in  the 
hands  of  the  Indiana  Commission  in  the  first  place.  (Renewed  applause). 


RESOLUTION     ON    INVESTMENT     BASIS    OK   VALUA- 
TION 

President  ELMQUIST:    Mr.  Haynes,  you  have  a  resolution  to  present. 

Mr.  HAYNES:  I  have  a  resolution  which  was  discussed  in  the  round 
table  discussion  this  morning,  and  Mr.  Jackson  appointed  a  committee 
to  prepare  the  resolution.  The  Committee  has  not  met  nor  have  I  sub- 
mitted the  resolution  to  but  few  members  of  the  Committee,  but  for  the 
purpose  of  facilitating  matters  I  will  present  the  resolution  as  being 
my  resolution,  and  if  the  other  members  of  the  Committee  care  to  join 
me  they  can  do  so,  and  if  not  they  can  vote  against  it.  The  resolution 
is  as  follows : 

WHEREAS,  in  recent  years  the  cost-of -reproduction  method  of  valua- 
tion has  in  many  instances  become  the  controlling  factor  in  determining 
the  fair  value  of  the  property  of  public  utilities,  and 

XY'iiF.REAS,  during  the  past  few  years,  there  has  been  an  unprecedented 
increase  in  the  cost  of  materials  and  supplies  entering  into  the  construc- 
tion of  utility  properties,  and 

\YniK  i:.\s,  the  cost-of -reproduction  method  of  valuation,  although 
applied  with  moderating  averages,  arbitrarily  attaches  to  properties 
constructed  before  the  high  price  period,  values  greatly  in  excess  of 
the  actual  prudent  investment  therein,  in  many  instances  from  25  to 
100  per  cent,  greater  than  such  investment,  and 

WHEREAS,  under  present  abnormal  conditions,  the  cost-of-reproduc- 

tion  theory  has  ceased  to  perform  the  functions  which  its  origin  was 

jned  to  perform  and  now  leads  to  unwarranted  and  unreasonable 

values  which  offer  little  guidance  to  the  termination  of  the  fair  value 

of  the  property,  and 

WHEREAS,  the  continuance  of  the  cost -of -reproduction  theory  as  the 

controlling  factor  for  valuations  will  in  the  future  undoubtedly  cast  a 
burden  upon  those  utilities  which  were  required  by  public  necessity  to 
make  Mih^tantial  plant  investments  during  the  high  price  period. 

THEREFORE  r.i  n  RESOLVED,  that  the  National  Association  of  Railway 
and  I'tilities  (  'oniini<^i< mers  holds  that  a  continued  disposition  oil  the 
part  of  conunisMMiis  and  courts  to  consider  the  coM-i.f  reproduction  or 
cost-of-reproduction-less-drprecKition  as  the  controlling  factor  in  de- 
termining tli-  of  utility  property  tends  toward  impairment  of 
'itic  and  equitable  regulation  by  permitting  the  establishment  of 
unwarranted  and  unreasonable  values.  That  the  continuation  of  the 
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present  policy  ultimately  will  lead  to  a  diminishing  confidence  on  the 
part  of  the  public  in  commissions  and  courts  and  thereby  impair  their 
usefulness  and  tend  to  prevent  the  development  of  regulation. 

BE  IT  FURTHER  RESOLVED,  that  one  of  the  obligations  of  the  Commis- 
sions and  regulatory  bodies  is  to  protect  and  preserve,  insofar  as  it  lies 
within  their  power,  the  honest  and  prudent  investment  in  utility  prop- 
erties, and  that  in  view  of  abnormal  price  conditions  now  prevailing, 
equity,  justice  and  a  proper  regard  for  the  interests  of  the  utility  as 
well  as  the  public  seem  to  demand  that  in  the  valuation  of  public  util- 
ity property  greater  weight  should  be  the  honest  and  prudent  investment 
therein. 

BE  IT  FURTHER  RESOLVED,  that  it  is  not  intended  by  this  resolution,  to 
hold  that  the  fair  value  rule  should  be  abandoned  or  impaired,  but 
that  under  the  fair  value  rule  ajid  in  view  of  abnormal  conditions  pre- 
vailing, a  greater  measure  of  justice  and  equity  will  result  if  greater 
weight  is  given  to  the  prudent  investment  in  property  and  less  weight 
given  to  the  cost-of-reproduction  or  cost-of-reproduction-less-deprecia- 
tion. 

PAUL  P.  HAYNES 


Mr.  HAYNES:     I  move  the  adoption  of  the  resolution. 

Mr.  LEWENBERG:  I  would  like  to  add  as  a  substitute  for  that,  the 
following : 

"That  it  is  the  judgment  of  this  Association  that  the  policy  pursued 
by  the  Commonwealth  of  Massachusettes  for  at  least  thirty-five  years, 
is  deemed  to  be  the  correct  one,  and  it  should  be  followed,  namely,  that 
the  issuance  of  securities  should  be  supervised  by  the  regulating  board ; 
and  that  every  dollar  honestly  and  prudently  invested  is  entitled  to  a 
return." 

Mr.  JACKSON  :  I  feel  a  little  responsibility  on  my  part  in  this  con- 
nection. I  sort  of  started  something  this  morning,  evidently,  and  much 
that  Mr.  Haynes  has  expressed  is  along  some  of  the  lines  I  have  been 
thinking,  and  perhaps  many  of  us  have  been  thinking. 

I  do  not  know,  however,  that  any  of  us  are  ready  to  bang  againt  the 
old  Smythe  vs.  Ames  decision,  and  perhaps  not  any  of  us  is  ready  to 
embody  his  ideas  into  a  resolution  which  would  bind  all  the  different 
states,  many  of  whom  are  not  represented  here,  to  any  particular 
principle,  or  perhaps  the  exact  wording  of  a  statement  of  it. 

I  do  not  know  how  I  could  vote  in  favor  of  that  resolution  even 
if  I  felt  dead  sure  I  was  in  favor  of  everything  said  in  it.  One  of  my 
associates  is  not  here;  I  do  not  know  just  how  Mr.  Allen  feels,  and  I 
might  have  to  go  back  to  Madison  and  render  a  decision  that  was 
somewhat  different  from  the  action  I  might  take  here.  It  strikes  me 
that  we  would  be  trading  on  the  .different  ideas  of  the  Commissioners 
throughout  the  country  if  we  try  to  lay  down  a  rule  binding  them  all; 
and,  therefore,  while  I  think  there  is  a  great  deal  of  good  in  the  state- 
ment prepared  by  Mr.  Haynes,  still  the  Committee  has  not  had  an  op- 
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portiinity  to  meet,  on  account  of  the  pressing  conditions,  and  I  really 
think  it  would  be  better  not  to  adopt  that,  for  two  reasons: 

First :  I  do  not  think  we  would  want  to  adopt  any  resolution  so  far 
reaching,  no  matter  how  proper  we  felt  it  was,  without  a  good  deal 
of  study. 

Second :  I  do  not  want  to  vote  no  against  certain  matters  contained 
therein. 

Therefore  I  would  suggest,  really,  Mr.  Haynes,  that  if  the  Com- 
mittee had  met  (laughter),  I  do  not  believe  that  that  resolution  would 
have  come  before  the  Convention. 

Mr.  HAYNES:  I  wish  now  to  absolve  you,  Mr.  Jackson,  and  all  the 
members  of  the  Committee  from  having  had  anything  to  do  with  the 
resolution. 

Mr.  BURR:  Mr.  President,  I  move  that  this  resolution  be  referred 
to  the  Valuation  Committee.  (Laughter.) 

(The  motion  was  seconded.) 

President  ELMQUIST:  The  motion  is  made  and  seconded  that  the 
resolution  be  referred  to  the  Valuation  Committee.' 

Mr.  HAYNES:  I  wish  to  speak  on  my  motion,  gentlemen,  this 
resolution. 

You  know  what  I  wanted  to  do  was  just  to  pass  the  buck.  That  is 
exactly  what  I  wanted  to  do.  I  do  not  hope  to  have  this  resolution 
adopted  at  this  convention,  but  I  say  to  you  gentlemen  frankly  and 
honestly  and  earnestly  that  there  is  no  question  you  are  confronting 
in  any  of  these  states  that  is  of  more  vital  importance  than  the  question 
presented  by  this  resolution,  and  ultimately  you  have  got  to  solve 
that  question.  We  have  got  to  face  it  four  square,  and  we  have  got 
to  be  honest  with  ourselves,  and  honest  with  the  utilities  and  the 
public. 

\\-hile  I  do  not  want  to  embarrass  anybody  by  pressing  this  resolu- 
tion. I  wish  to  say  for  Mr.  Jackson's  benefit  that  this  resolution  not 
only  does  not  run  counter  to  the  Smythe  vs.  Ames  case,  but  strength- 
ens it  because  it  reaffirms  everything  said  in  the  Smythe  vs.  Ames 
case;  and  the  adoption  of  the  language  employed  here  would  not  be 
binding  naturally  upon  the  Commissioners  who  are  not  here. 

In  my  judgment,  in  our  action  as  Commissioners  and  Comnii  — 

we  are  treating  this  question  too  lightly  and  broadly.    Personally  I  feel 

Mied  of  myself  in  sitting  in  cases  and  arbitrarily  attaching  100  per 

cent  more  value  to  a  property  than  was  originally  invested  in  it.     With 

all  fairness  to  the  utilities,  giving  liberal  allowances  and  crediting  them 

with   everything  that   can   properly   credited,   it   seems  to   me  the  time 

has  come  when  as  intelligent  men.  if  we  continue  to  sit  up  and  permit 

these  values  to  be  attached  where  there  is  no  -cmblancc  of  investment, 

that  we  are  doing  nothing  le^  than  wilfully  participating  in  a  specula- 

rgulation.  which  ultimately  muM   fail. 

I  want  to  he  frank  about  it.  gentlemen,  and  1  want  to  say  to  you 
that  when  I  get  a  utility  man  in  the  corn.  .Ik  with  him  frankly 

he  will  agree  with  me.  and  you  gentlemen  know  it. 
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I  know  well,  also,  that  utilities  generally  would  oppose  it  and  say 
that  this  was  a  radical  proposition.  Now  in  the  staid  old  state  of 
Massachusetts  they  followed  it  for  years,  and  those  gentlemen  are  not 
considered  radical,  although  some  of  them  might  be  on  the  railroad 
question ;  they  are  not  considered  radical  at  least  on  the  utilities 
regulation  proposition. 

In  conclusion,  gentlemen,  while  I  do  not  hope  to  get  anything  done 
at  this  Convention,  if  1  am  at  the  next  Convent  ion  1  am  going  to  press 
a  resolution  almost  identical  with  this,  and  the  next  year,  and  the  next 
year,  and  the  next  year.  So  long  as  we  have  soaring  prices,  so  long  as 
we  arbitrarily  continue  to  give  values  where  there  is  no  semblance  of 
investment,  I  propose  to  bring  this  matter  up. 

Mr.  GREENWOOD:  If  there  is  one  thing  that  has  brought  me  out  of 
the  mountains  to  this  convention,  it  has  been  the  very  subject  that  this 
gentleman  has  been  speaking  to. 

This  proposition  of  valuation  was  the  one  great  question  by  reason 
of  which  1  desired  to  come  to  this  convention. 

I  have  heard  some  things  in  regard  to  valuation,  but  upon  the  whole 
I  have  been  disappointed.  There  is  no  question  in  my  mind  but  what 
the  attitude  taken  by  the  gentleman  is  absolutely  and  entirely  correct. 

When  you  have  submitted  to  you  as  we  have  had,  valuations  with 
an  imaginary  valuation,  a  speculative  valuation  of  forty-five  and  fifty 
per  cent,  1  want  to  tell  you  it  presents  a  question  to  a  determining 
board  which  has  been  one  of  the  most  vexed  questions  that  I  have  ever 
tried  to  solve.  I  have  been  upon  the  bench  in  Utah  for  twenty  years. 
I  have  tried  mining  cases  of  vast  importance.  I  have  adjudicated  their 
running  waters  and  their  water'  rights,  and  I  have  spent  a  great  deal 
of  time  in  adjudicating  these  matters ;  but  all  of  them  have  nevei 
presented  to  my  mind  the  anxiety  involved  in  settling  any  problem 
such  as  this  problem  of  valuation  of  these  utilities. 

I  have  read  your  decisions ;  I  have  read  the  decisions  of  the  courts 
and  the  Commissions ;  but,  I  still  remain  like  the  Scotchman,  I  am  not 
converted  to  the  belief  that  the  principles  and  theories  upon  which  you 
have  passed  in  these  valuations,  are  proper.  As  I  said  in  a  case  only  a 
short  time  ago,  to  an  attorney  who  was  urging  this  proposition,  "Is  it 
not  true  that  45  per  cent  of  your  values  which  have  been  put  up  to  this 
board,  are  speculative;  and  are  you  not  guessing  at  them,  and  if  you 
are,  how  much  right  has  this  Commission  to  guess  at  them  as  they 
pass  upon  them  ?" 

You  are  right,  Mr.  Haynes,  and  I  stand  by  you.  There  is  no  question 
about  it.  The  time  has  come  now,  it  seems  to  me,  when  this  Convention 
and  the  members  of  the  various  Commissions  of  the  states  should  have 
some  intelligent  basis  upon  which  to  say  that  these  corporations  have 
thousands  and  millions  of  dollars  invested,  when  in  my  opinion  those 
investments  are  simply  imaginary.  (Applause.) 

Mr.  LEWIS  (Indiana)  :  I  wish  to  support  Mr.  Haynes'  stand  in  this 
matter.  It  is  unfortunate  that  it  has  come  at  almost  the  hour  of 
adjournment.  We  wish  you  could  continue  tomorrow,  and  have  you 
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take  this  under  consideration  for  a  day;  but  I  am  saying  to  you  that 
I  am  going  to  join  with  Mr.  Haynes  next  year  in  insisting  that  this 
be  the  first  thing  considered  in  the  field  of  public  utilities.  It  is  some- 
thing we  have  got  to  settle. 

It  is,  of  course,  a  moot  question.  These  gentlemen  are  coming  to 
this  convention  from  the  west  and  from  these  other  states,  and  they 
want  to  know,  and  we  want  to  know  the  proper  solution  of  this  problem. 
We  are  slushing  around  now  in  a  dismal  mire  of  uncertainty,  and  we 
have  got  to  get  some  substantial  ground. 

Mr.  BUSBY:  I  am  not  going  to  take  up  any  more  time  of  t're 
Convention,  except  to  just  say  a  word :  I  think  it  would  be  very 
unfortunate  if  the  Convention  at  this  time  should  adopt  this  resolution. 

I  do  not  entirely  agree  with  the  statement  that  the  investment  cost 
theory  at  all  times  fixes  a  higher  value — 

Mr.  HAYNES:     That  is  not  my  statement,  Mr.  Busby. 

Mr.   r.rsBY:     I  understood  you  to  say  that  in  your  remarks. 

Mr.  HAYNES:     No. 

Mr.  BUSBY  :  And  another  thing  is  this,  I  presume  that  the  investment 
cost  in  many  instances  would  be  considered  synonymous  with  the 
original  cost. 

Mr.  HAYNES:     No. 

Mr.  BUSBY  :     It  is  so  regarded  in  some  cases. 

Mr.  HAYNES:  If  you  want  the  information,  permit  me  to  say  that 
the  resolution  uses  the  expression,  "Prudent  and  honest  in  vest  m< 

Mr.  BUSBY:  As  I  said  this  morning,  the  theory  that  the  Missouri 
Commission  uses,  and  we  think  after  a  few  years  of  deliberation  that 
it  is  a  fair  basis,  is  this : 

Where  we  cannot  get  the  actual  cost  of  the  property,  and  as  a 
matter  of  fact  we  can  get  it  in  very  few  cases  because  Missouri  is  an 
old  state,  and  the  utilities  are  old  utilities  so  that  the  actual  cost  is  not 
available, — we  can  get  the  actual  cost  within  the  last  few  years  because 
the  utilities  have  been  required  to  keep  their  accounts  according  to  the 
classification  laid  down  by  the  Commission,  and  where  we  get  the  actual 
cost  we  apply  that  cost ;  and  prior  to  tho-r  years  we  average  the  cost 
over  a  fair  period  and  upon  that  hasi-  we  fix  the  value. 

Now  as  good  an  authority  as  the  Supreme  Court  of  the  United 
States,  in  what  is  known  as  the  Knoxville  case,  which  went  up  from 
Knoxville,  Tennessee,  laid  down  the  principle  that  in  the  case  of  an 
old  utility  that  was  the  correct  theory  of  valuation ;  namely,  to  ascertain 
the  cost  of  reproduction  new  less  depreciation. 

As  a  matter  of  fact,  in  a  great  majority  of  the  cases  which  we  have 
handled,  that  is  what  we  have  done,  and  we  understand  that  in  using 
that  method  we  have  followed  the  decision  of  the  Supreme  Court  of 
the  United  States  which  up  to  this  time  has  not  been  changed  or 
modified. 

Just  one  word  more  and  I  am  through.  A-  I  said  this  morning, 
this  is  a  disputed  question.  I  think  we  should  meet  here  and  exchange 
views  and  discuss  the  question  of  valuation,  but  I  do  not  believe  that 
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any  one  should  endeavor  to  pass  a  resolution  here  which,  even  though 
not  binding,  would  be  used  as  very  persuasive  authority,  when  probably 
a  majority  of  the  states,  as  yet,  have  not  come  around  to  the  theory  of 
investment  cost.  I  think  it  would  be  unfair  to  the  great  majority  of 
the  states  represented  in  this  convention,  to  have  any  such  action  taken. 

Mr.  MAXWELL:  I  came  here  ver^y  much  interested  in  this  subject, 
and  I  have  been  very  much  interested  in  the  debates  on  it,  but  content 
to  listen  to  the  debate  of  others  in  an  effort  to  learn  something  about  it. 

The  best  expression  I  have  heard  on  it  to  my  mind,  was  that  of  the 
gentleman  from  Missouri  yesterday,  and  repeated  again  this  morning, 
that  this  is  still  an  unsettled  question. 

To  my  mind  it  is  certainly  one  that  will  not  be  settled  by  a 
resolution  adopted  by  this  Association.  In  the  last  analysis  it  will  be 
settled  by  the  Courts.  I  do  not  believe,  therefore,  that  this  Association 
ought  to  attempt  by  resolution,  to  settle  a  question  as  thoroughly  unset- 
tled as  this  question  is ;  and  to  put  State  Commissions  in  this  position,  that 
if,  in  the  determination  of  any  case  before  them  they  find  it  necessary 
to  take  a  position  in  conflict  with  this  resolution,  that  they  will  have 
hanging  over  their  heads  a  formal  resolution  adopted  by  this  Association. 

Upon  the  subject  of  the  rather  lengthy  resolution  that  was  adopted 
&  short  time  ago,  and  one  which  was  very  well  prepared  by  the 
Committee,  that  resolution  covered  subjects  that  had  been  considered 
by  this  Association  very  frequently  and  upon  which  there  was 
substantially  a  unanimity  of  opinion  ;  but  in  this  resolution  the  gentleman 
undertakes  to  settle  for  every  State  Commission  in  the  United  States 
a  large  number  of  rate  questions  that  come  before  them.  In  other  words, 
the  position  taken  in  this  resolution  will  be  determinative  of  a  very 
large  number  of  cases  that  come  before  the  Commissions  in  the  various 
states  of  this  country. 

I  merely  wish  to  repeat  again  that  the  statement  of  the  gentleman 
from  Missouri  that  this  is  an  unsettled  question  is  abundant  reason  why 
we  should  not  undertake  to  "resolute"  upon  it  at  this  time.  The  gentle- 
man says  he  does  not  anticipate  that  his  resolution  will  be  adopted  at 
this  session,  but  says  that  he  is  going  to  the  next  convention  with  it. 
I  hope  by  that  time  he  will  at  least  have  settled  the  matter  within  his 
own  mind  so  that  he  can  offer  a  resolution  that  will  not  in  its  concluding 
resolve  take  a  position  directly  opposite  to  that  taken  in  the  first  part 
of  his  resolution. 

Mr.  HAYNES  :  Just  while  you  are  on  your  feet,  of  course  you  want 
to  substantiate  any  statement  you  make,  I  assume? 

Mr.  MAXWELL:     Yes. 

Mr.  HAYNES:  Will  you  kindly  for  the  benefit  of  those  here,  prove 
the  last  point  you  made. 

Mr.  MAXWELL  :  I  will  just  read  it.  Your  report  was  evidently 
made  hurriedly. 

Mr.  HAYNES:     That  is  ri^ht. 

Mr.  MAXWELL:  "Be  it  further  resolved,  that  it  is  not  intended  by 
this  resolution,  to  hold  that  the  fair  value  rule  should  be  abandoned  or 
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impaired,  but  that  under  the  fair  value  rule  and  in  view  of  abnormal 
conditions  prevailing,  a  greater  measure  of  justice  and  equity  will 
result  if  greater  weight  is  given  to  the  prudent  investment  in  property 
and  less  weight  given  to  the  cost  of  reproduction  or  cost  of  reproduction 
less  depreciation." 

Mr.  HAYNES:  Now  will  you  read  the  first  paragraph  of  the 
resolution  ? 

Mr.  MAXWELL:     Well,  that  is  rather  too  long. 
Mr.  HAYNES:     No,  just  the  first  three  or  four  words  of  it. 
Mr.  MAXWELL:     The  first  part  of  the  resolution  reads:  "Therefore 
be  it  resolved,  that  the  National  Association" — 

Mr.  HAYNES:  No,  I  should  have  said  the  first  of  the  entire  paper 
that  you  are  reading. 

Mr.  MAXWELL:     The  "whereases" ? 
Mr.  HAYNES:     Yes 

Mr.. MAXWELL:     That  is  a  part  of  the  resolution. 
Mr.  HAYNES:     No,  I  mean  the  first  ''whereas." 
Mr.  MAXWELL:     The  first    whereas,    reads,    "Whereas,    in    lecent 
years    the    cost  of    reproduction    method    of  valuation    has  in    many 
instances  become  the  controlling  factor  in  determining  the  fair  value 
of  the  property  of  public  utilities." 

Mr.  HAYNES:  Now,  are  the  last  paragraph  which  you  read,  and 
that  paragraph,  inconsistent? 

Mr.  MAXWELL:  Why,  I  understand  your  resolution  in  one  place 
states  the  investment  in  the  property  as  the  basis. 

Mr.  HAYNES:  No,  it  says  they  should  give  weight  to  it,  under  the 
fair  value  rule.  Now  point  out  where  I  take  the  investment  as  the 
sole  basis. 

Mr.   MAXWELL:     Well,    I   will   not   undertake  to  argue   with   you. 
(Laughter.)     If  it  is  desired  I  will  read  the  whole  thini;. 
Mr.  HAYNES:     No,  I  don't  mean  that. 

President  ELMQUIST:  I  believe  that  the  Convention  ought  to 
consider  the  resolution,  and  the  colloquy  between  members  is  going  to 
take  up  time.  We  only  have  a  few  moments  left. 

Mr.  HAYNES:  I  do  not  care  to  take  up  any  further  time  on  the 
question,  and  if  you  will  permit  me  to  substitute  another  motion  for 
the  one  pending,  I  think  I  can  dispute  of  it  very  speedily. 

Before  putting  that,  however.  I  want  to  say  for  the  benefit  of  you 
gentlemen  here,  that  I  make  the  prediction  and  ask  you  to  watch  the 
developments,  that  in  the  next  ten  years  the  utilities  «.f  this  country 
will,  as  a  matter  of  self -preservation,  demand  the  adoption  of  this 
policy.  I  put  that  as  the  first  proposition. 

Secondly,   that    the   resolution   does   n«,t    destroy  the   fair   value  rule, 
but   COOKfl   within   the   fair  value  rule,  and  dors  the   very   thins:   which 
the  fair  value  rule  was  intended  to  do  at    the  time  the  court   p. 
upon  the  question.    That  is  fundamental. 

I  move  you  now,  Mr.  Chairman,  if  I  may  Mihstitute  my  motion,  that 
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the  resolution  be  withdrawn  and  be  made  a  special  order  of  business 
at  the  next  convention. 

(The   motion    was    seconded.) 

Mr.  LEWIS  (Iowa)  :  Mr.  Chairman,  would  that  motion  take  it 
out  of  the  rocord?  I  think  it  should  be  left  in  the  record. 

Mr.  HAYNES:  No,  I  an  not  intending  that  my  motion  shall  take 
this  from  the  record.  It  will  show  that  it  was  offered.  I  am  simply 
moving  that  the  consideration  of  this  matter  be  postponed  until  the 
next  convention,  at  which  time  it  shall  be  made  a  special  order  of 
business. 

Mr.  MACLEOD:  Mr.  Chairman,  I  hope  that  substitute  motion  will 
not  be  adopted.  I  was  about  to  offer  a  substitute  incorporating  in  part 
Mr.  Burr's  motion  that  this  resolution  be  referred  to  the  Valuation 
Committee  and  that  such  modifications  and  phraseology  as  might  seem 
proper  to  that  commjtteq  be  submitted  to  the  different  State 
Commissions  for  their  comment  and  reply  directly  to  the  Valuation 
Committee. 

It  seems  to  me  that  a  resolution  drawn  in  the  very  admirable  form 
in  which  this  resolution  is  drawn,  is  bound,  if  sent  to  the  states,  to  force 
a  very  serious  consideration  on  the  part  of  the  states  of  the  problem 
involved  in  this  resolution,  and  that  when  the  matter  comes  up  next 
year  it  will  come  up  after  a  more  mature  deliberation  on  the  part  of  the 
State  Commissions  than  it  would  otherwise  have ;  and  I  believe  k 
would  also  be  of  a  great  deal  of  value  and  importance  to  the  Valuation 
Committee  in  the  work  which  it  may  have  to  do  in  the  pending  valua- 
tion proceedings  in  Washington,  to  know  what  the  sentiment  of  the 
States  at  large  may  be  in  connection  with  this  proposition,  because  I 
believe  unless  the  Valuation  Committee  is  able  to  make  some  dent  in  the 
reproduction  cost  theory  in  determining  the  value  of  railroads,  all  we 
can  do  will  be  of  very  little  importance. 

Mr.  BURR:  I  consented  to  the  substitute  by  Mr.  Haynes.  I  think 
your  suggestion  is  also  a  good  .one,  but  might  we  not  reconstruct  this 
motion  again  and  let  it  be  referred  as  suggested  by  Mr.  Macleod  to 
the  Valuation  Committee,  to  be  handled  in  the  way  he  indicates,  and 
then  they  can  compile  the  result  of  that  handling,  and  that  in  connection 
with  the  resolution  can  still  be  made  a  special  order  of  business  at  the 
next  convention. 

Mr.  HAYNES:     If  agreeable  I  will  put 'that  in  the  form  of  a  motion. 

Mr.  BURR:     I  am  perfectly  agreeable. 

Mr.  HAYNES  :  I  move  you,  therefore,  Mr.  Chairman,  that  considera- 
tion of  this  resolution  be  postponed  and  that  it  be  referred  to  the 
Valuation  Committee,  with  instructions  that  the  secretary  of  the 
Niational  Association  shall  furnish  each  Commission  with  copies  of 
this  resolution,  asking  that  the  Commissions  express,  for  the  benefit  of 
the  Valuation  Committee,  their  judgment  upon  it,  in  order  that  we  may 
get  some  judgment  as  to  what  the  feeling  of  the  country  is ;  and  then 
that  the  question  be  made  a  special  order  of  business  at  the  next 
convention. 

(The  motion  was  seconded.) 
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Mr.  TAYLOR  (Nebraska)  :  May  I  ask  for  information  as  Chairman 
of  the  Valuation  Committee? 

President  ELMQUIST:     Yes,  Mr.  Taylor. 

Mr.  TAYLOR:  Is  it  designed  by  your  motion,  Mr.  Haynes,  to  have 
the  Committee  prepare  a  symposium  or  report,  or  what  do  you  want 
referred  to  the  Association? 

Mr.  HAYNES:  My  idea  was  that  this  would  be  printed  and  the 
secretary  would  send  it  out  to  the  Commissions  with  the  simple  an- 
nouncement that  the  Valuation  Committee  would  be  glad  to  have  the 
judgment  of  the  Commissions  on  the  matter  presented. 

Mr.  TAYLOR:  Then  what  are  we  going  to  do  with  the  conclusions 
received  ? 

Mr.  HAYNES:     That  all  comes  to  the  Convention  for  consideration. 

President  ELMQUIST:  And  in  the  consideration  of  the  matter  you 
will  be  governed  according  to  your  own  judgment  from  the  views 
and  opinions  you  have  received. 

(The  question  was  called  for,  and  the  motion  adopted  by  a  viva 
voce  vote.) 

President  ELMQUIST:  Are  there  any  other  motions  or  resolutions 
to  be  made  to  this  Convention  ? 

Mr.  1 1, \YXES:  I  do  not  want  to  take  but  a  moment's  time,  but  I 
want  to  ask  if  we  arc  overlooking  a  thing  that  should  be  done. 

Here  is  impending  a  nation-wide  coal  strike  which  will  affect  every 
Public  Utility  Commission  in  this  country,  and  the  public  generally, 
through  the  operation  of  public  utilities.  Should  this  convention  take 
any  action  whatever  with  respect  to  that  question? 

(Cries  of  "No.") 

President  ELMQUIST:     Did  you  make  a  motion. 

Mr.  II AYNES:  No,  there  is  enough  sentiment  against  it,  1  am  sure, 
Mr.  President,  so  that  I  do  not  want  to  make  any  motion.  (Laughter 
and  applause.) 

Mr.  FRED  BATES  JOHNSON  (Indiana)  :  Mr.  Chairman,  my  name 
is  Johnson  from  Indiana,  and  I  am  a  member  of  the  Indiana  Public 
Ice  Commission.  The  titular  head  of  the  Commission  has  attempted 
very  vigorously  to  keep  me  down  among  the  cellar  gang.  (Laughter.) 
He  ha-  succeeded  up  to  this  point,  but  now  as  what  might  be  called  the 
titular  tail  of  the  Commission  daughter).  I  rise  to  say  that  the  Indiana 
Public  Service  Comniissinn  is  <^1ad  to  have  you  here  and  is  glad  to  have 
been  of  whatever  assistance  it  has  been  in  making  this  meeting  a  suc- 

Ynii  were  welcomed  by  Mr.  McCardle  on  behalf  of  the  Comm- 
and likewise  nn  In-half  of  the  Commission  we  desire  to  bid  you  God 

1.      (  AiM.lan 

Preside nt  1  IM«  »risr :  Gentlemen,  is  there  any  other  business  to  mine 
before  this  Convention? 

If  not.  before  I  turn  over  the  reins  of  office  to  the  new  president 
I  desire  to  express  to  von  niv  sincere  thanks  for  all  the  kind  things 
you  have  said  about  this  Convention  and  about  my  work.  My  rela- 
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tions  with  the  different  Commissions  during  the  past  twelve  years  has 
been  the  greatest  delight  of  my  life.  From  you  I  have  received  great 
inspiration,  courage,  conviction,  and  the  desire  to  always  do  the  right 
thing.  No  man  can  associate  with  a  body  of  men  like  you  without 
improving  in  character  and  in  ability.  I  wish  all  of  you  God  speed.  You 
represent  the  greatest  body  and  the  greatest  single  force  that  we  have  in 
the  country,  because  you  represent  public  opinion  and  stand  closer  to  the 
people  than  any  other  body  of  elected  officers  within  the  several  states. 

I  trust  that  all  of  you  will  carry  on  this  great  work  with  the  same 
fidelity,  the  same  zeal  and  the  same  lofty  purpose  that  has  actuated  the 
spirit  and  the  work  of  the  Commissions  in  the  past.  I  wish  you  God 
speed  again,  and  I  thank  you.  (Alpplause). 

I  present  to  you  now  your  new  president. 

(President  Shaw  was  received  with  applause,  the  members  rising  as 
he  assumed  the  chair.) 

President  SHAW  :  Mr.  Elmquist,  as  I  look  back  over  the  past  years, 
those  that  appear  to  have  been  the  most  pleasant  have  been  during  my 
association  with  you,  first  as  a  member  of  the  Valuation  Committee,  of 
\vhich  you  were  chairman,  and  afterwards  working  with  you  as  Solic- 
itor of  the  Valuation  Committee  and  Solicitor  of  the  Association  in 
general.  I  wish  you  God  speed  and  success  in  your  new  undertaking. 

(Applause.) 

Gentlemen,  if  there  is  no  further  business,  we  will  stand  adjourned 
to  Washington,  November  9,  1920. 

(Whereupon,  at  4:35  o'clock  P.  M.,  October  16,  1919,  an  adjourn- 
ment was  taken,  to  Washington,  D.  C,  November  9,  1920,  at  10  o'clock 
A.  M.) 


BANQUET    TO    THE    ASSOCIATION 

On  Wednesday  evening,  October  15,  the  Chamber  of  Commerce 
of  Indianapolis  gave  a  banquet  in  honor  of  the  National  Association 
of  Railway  and  Utilities  Commissioners.  The  feast  was  spread  in 
the  Riley  room  of  the  Claypool  Hotel,  and  all  delegates  to  the  con- 
vention were  invited  guests.  By  order  of  the  convention  the  addresses 
delivered  at  the  banquet  were  taken  by  its  official  stenographer  and 
incorporated  in  the  proceedings  of  the  convention. 

Hon.  E.  I.  Lewis,  chairman  of  the  Public  Service  Commission  of 
Indiana,  acted  as  chairman  for  the  evening,  and  introduced  Mr. 
Charles  T.  Coffin.  President  of  the  Chamber  of  Commerce,  who 
officiated  as  toast  master.  The  addresses  follow : 

Chairman  E.  I.  LEWIS:  Gentlemen,  it  is  our  signal  pleasure  this 
week  to  entertain  in  Indianapolis  the  gentlemen  who  are  vested  with 
federal  and  state  control  to  regulate  the  utilities  of  this  country.  No 
matter  where  electric  lights  are  burning  tonight,  from  the  Pacific  to 
the  Atlantic ;  no  matter  where  the  railroad  wheels  are  turning,  there 
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are  in  this  room  those  who  are  vested  with  authority  over  their  regula- 
tion. An  assemblage  of  these  men  is  small,  numerically  probably  they 
number  less  than  one  hundred,  and  still  these  gentlemen  control, 
through  the  powers  that  have  been  placed  in  their  hands  by  the  federal 
and  state  governments,  probably  thirty  five  billions  of  dollars  of  public 
utilities,  including  the  railways. 

Our  guests,  it  is  appropriate  tonight  that  you  should  be  the  guests 
of  a  larger  body  than  the  Public  Service  Commission  of  Indiana. 
You  are  the  guests  this  evening  of  the  City  of  Indianapolis  which 
finds  its  expression  through  an  organization  that  is  public  spirited 
and  that  keeps  this  city  to  the  front,  the  Indianapolis  Chamber  of 
Commerce.  (Applause.) 

At  their  invitation  there  have  been  gathered  here  not  only  people 
from  Indianapolis,  but  railroad  men,  utility  men,  and  various  other 
distinguished  citizens,  from  various  parts  of  the  state. 

It  is  my  pleasure  this  evening  to  yield  the  floor  to  the  President 
of  the  Indianapolis  Chamber  of  Commerce,  Mr.  Charles  T.  Coffin, 
who  will  be  the  Toastmaster  of  the  evening.  Mr.  Coffin.  (Applause.) 

Toastmaster  COFFIN  :  I  am  very  glad  to  be  introduced  and  presented 
to  this  audience  by  Mr.  Lewis,  because,  I  am  certain  then  that 
I  will  have  at  least  the  sympathetic  entree  to  the  hearts  of  at  least 
half  of  the  audience  who  are  peculiarly  his  guests. 

On  behalf  of  the  Chamber  of  Commerce  of  the  City  of  Indian- 
apolis we  greet  you  and  welcome  you  as  the  guests  of  the  city.  I 
feel  sure  that  all  Mr.  Lewis  has  said  about  the  power  of  supervision 
of  the  men  in  this  room  was  true,  for  ever  since  I  entered  the  room 
I  have  felt  so  thoroughly  supervised  that  I  hardly  know  just  what 
the  matter  with  me.  I  now  know.  (Laughter.) 

I  cannot  pretend,  gentlemen,  to  act  as  a  toastmaster  in  the  ordinary 
and  customary  acceptation  of  that  term  because  I  possess  none  of 
the  qualifications.  I  have  no  stock  of  stories  I  can  tell.  I  cannot 
indulge  in  humor,  my  very  name  would  forbid  that.  (Laughter  and 
appl.v  I  shall  therefore  in  the  quietest  and  plainest  way  call 

off  the  program.  That  is  what  Mr.  Lewis  has  assigned  me  to  do. 
(Renewed  applau 

I  am  sure  that  it  would  be  difficult  to  find  a  set  of  men  anywhere 
more  anxious  to  listen  to  the  topics  that  are  to  be  discussed  tonight 
than  this  body  of  men:  and  I  know  you  all  will  aijree  with  me 
when  I  sny  it  would  he  imjmssible  to  find  speakers  more  competent 
to  present  the  themes  than  those  who  are  here  tonight.  It  is  my 
pleasure  and  honor  to  introduce  as  the  tirM  speaker  of  the  evening. 
.  Walker  I).  Hines,  Director  <  irneral  of  the  United  States 
Railroad  Administration.  (Applause.) 
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THE    RAILROADS    UNDER    GOVERNMENT    CONTROL 

Address  by  Hon.   Walker  D.  Hincs,  Director  General  of  the  United 
States  Railroad  Administration. 

Mr.  Toastmaster,  Ladies  and  Gentlemen:  My  experience  in  Wash- 
ington has  convinced  me,  if  I  had  not  been  convinced  of  it  before, 
that  this  country  is  too  big  a  place  to  be  run  from  Washington.  (Pro- 
longed applause.)  I  attach  the  very  greatest  importance  to  the  rep- 
resentation of  the  public  through  local  agencies  which  are  directly 
in  touch  with  the  people,  and  know  what  the  people  are  entitled  to 
have,  and  what  they  are  getting,  and  what  they  are  not  getting.  So, 
from  the  time  I  became  Director  General,  I  felt  one  of  the  important 
things  to  do  was  to  endeavor  to  avail  myself  to  the  fullest  possible 
extent  of  the  assistance  and  support  of  the  state  utilities  commissions 
throughout  the  country. 

It  is  therefore  gratifying  to  me  at  this  time  that  I  have  this  audience 
of  the  state  utility  and  public  service  commissioners  of  the  country 
to  which  I  can  render  an  account  of  my  stewardship  as  Director 
General  of  Railroads,  because  I  feel  that  the  thing  any  one  charged 
with  responsibility,  either  nation-wide  or  in  a  part  of  the  nation,  in 
operating  the  railroads,  should  do  is  to  account  to  the  people  for  the 
service  that  is  rendered,  and  I  regard  you  gentlemen  as  peculiarly 
the  representatives  of  the  people  in  that  regard. 

I  want  to  say  broadly  without  at  the  moment  undertaking  to  go 
into  details,  that  the  railroads  of  the  country  at  the  present  time 
are  handling  a  larger  business  than  they  handled  last  year,  and  the 
business  they  handled  last  year  was  larger  than  the  business  they  had 
handled  in  preceding  years.  They  are  doing  that  at  rates  which 
represent  a  lower  proportion  of  the  value  of  the  things  transported 
than  I  believe  has  ever  been  true  in  the  past. 

We  know  from  experience  that  the  price  of  nearly  everything  has 
gone  up  far  more  than  the  cost  of  its  production  has  justified ;  butr 
the  price  of  transportation  has  gone  up  in  less  proportion  tfian  has 
the  cost  of  producing  it. 

In  making  general  reference  to  what  the  railroads  have  done  and 
are  undertaking  to  do,  I  want  to  call  attention  to  one  important  part 
of  the  work,  which  was  of  extreme  importance  during  the  war  and 
which  continues  to  have  an  importance  far  beyond  what  is  realized, 
and  that  is  the  work  in  the  movement  of  troops.  It  is  hard 
to  express  adequately  the  scope  of  that  work.  It  is  difficult,  and  I 
will  not  take  the  time  to  try,  to  analyze  the  various  sorts  of  move- 
ments which  had  to  take  place  in  order  to  get  the  troops  to  the  points 
whence  they  were  sent  over  seas,  to  get  them  back  and  to  get  them 
home. 

But,   the   fact  is  that  in  the  twenty  months   ending  with   August, 
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1919,  there  were  seven  billion  passenger  miles  of  service  performed 
in  the  handling  of  troops  in  this  country,  and  that  was  to  a  very 
large  extent  in  addition  to  a  practically  normal  passenger  traffic.  So 
that  the  inconveniences  which  the  traveling  public  has  sustained  can 
to  a  large  extent  be  accounted  for  by  the  fact  that  this  perfectly 
enormous  troop  movement  was  going  on  practically  all  the  time,  and 
had  to  be  moved  under  the  most  exacting  conditions,  and  had  to  be 
given  preference  to  whatever  extent  the  War  Department  might  find 
it  proper  to  require.  So  that  was  simply  a  sort  of  added  service 
superimposed  upon  a  normal  passenger  travel  throughout  the  period 
of  federal  control. 

Despite  this  enormous  volume  of  traffic,  and  I  speak  at  the  moment 
or  the  freight  traffic,  which  is  larger  now  than  it  was  last  year,  and 
which  in  turn  was  larger  then  than  it  had  been  in  preceding  years, 
we  have  a  condition  where  we  are  unable  to  meet  the  demands  of 
traffic.  This  has  always  been  true  in  times  of  heavy  volume  of 
business.  We  have  never  known  of  a  busy  year  in  times  gone  by 
when  there  was  not  a  serious  shortage  of  transportation  in  the  portion 
of  the  year  when  the  traffic  was  heaviest ;  but  there  are  some  special 
and  obvious  reasons  for  the  difficulty  Which  now  confronts  the 
railroads  in  handling  all  the  business  which  is  being  offered  to  them, 
and  those  are  the  inadequacy  of  facilities  and  especially  lack  of 
freight  cars. 

The  natural  and  very  proper  inquiry  of  the  citizen  is,  if  there  is 
inadequacy  of  facilities  why  are  not  more  facilities  provided.  I  want 
to  tell  you  the  reason,  and  that  is  that  in  the  year  or  two  preceding 
federal  control  of  the  railroads  the  normal  additions  to  cars  and 
other  transportation  facilities  were  not  made  because  prices  were 
very  high,  labor  was  scarce,  and  financing  on  the  part  of  the  railroad 
companies  was  unusually  difficult. 

When  federal  control  began,  therefore,  it  began  with  a  railroad 
plant  that  was  not  as  large  as  it  ought  to  have  been  to  handle  the 
business.  During  the  first  year  of  federal  control  there  was  a  severe 
limitation  as  to  the  amount  of  matt-rial  that  could  be  taken  from 
other  war  purposes  to  be  used  for  providing  additional  railroad 
facilities  After  the  most  careful  study  it  was  decided  that  the  Rail- 
road Administration  could  not  hope  to  get  material  for  more  than 
100,000  freight  cars,  and  that  was  thr  number  which  was  ordered. 
Kven  then  we  found  it  was  SO  difficult  to  get  the  material  for  t' 

in  the  face  of  the  tremendous  demand    for  the  material 
for    other    war    purposes    that    very    few    «»f    the    cars    could    he    con- 
structed   in    the   year    1918.      The   limitations    that    existed    prevented 
our   ordering   additional    refrigerator    cara    or    express   cars,   or   other 
of  cars  which  it   was  de-irahle  to  1 

When  the  year  191'*  began  \\<-  wert  then  confronted  with  a  new 
difficulty  in  the  way  of  adding  to  the  facilities,  and  that  was  that 
federal  control  naturally  was  approaching  its  (-nd  from  the  time  the 


NATIONAL    ASSOCIATION    OF    RAILWAY 

armistice  was  signed.  Therefore  the  Government  was  not  in  a  posi- 
tion, with  the  end  of  federal  control  in  sight,  to  provide  new  govern- 
ment funds  to  acquire  additional  facilities  beyond  what  had  already 
been  ordered. 

More  than  that,  the  failure  of  the  appropriation  on  the  4th  of 
March  last,  which  had  been  sought  by  the  Railroad  Administration  to 
enable  it  to  meet  its  obligations  already  incurred,  postponed  the 
construction  of  even  the  100,000  cars  that  had  been  ordered,  because 
they  could  not  be  paid  for,  and  the  equipment  companies  naturally 
had  to  slow  down  on  their  production. 

The  railroad  companies  were  unable  and  unwilling  to  furnish  money 
for  additional  new  equipment  because  of  this  uncertainty  as  to  their 
own  future,  and  so  the  result  has  been  that  the  Railroad  Adminis- 
tration during  the  year  1919  has  not  been  in  position  to  provide  any 
additional  facilities  except  those  which  were  needed  as  an  emergency 
measure,  unless  the  railroad  companies  were  willing  to  furnish  the 
money,  and  the  result  is  that  at  the  present  time  the  Railroad  Admin- 
istration has  been  unable  to  order  or  to  obtain  authority  to  order 
any  cars  in  addition  to  the  100,000  that  were  ordered  last  year. 

So  that  inadequacy  of  facilities,  which  were  inadequate  before 
federal  control  began  and  which  have  become  increasingly  inadequate 
since  that  time,  principally  accounts  for  the  fact  that  the  facilities 
now  are  not  sufficient  to  handle  all  of  the  enormous  business  which  is 
offered  to  the  railroads  of  the  country.  Yet  even  with  that,  as  I 
have  said,  we  are  handling  more  business  than  we  did  last  year,  and 
then  we  handled  more  than  we  ever  did  before. 

I  am  laying  stress  on  what  we  are  doing  because  I  know  you 
gentlemen  in  your  capacity  as  regulators  of  these  matters  very  nat- 
urally hear  about  what  we  are  not  doing,  and  it  is  emphasized  very 
properly  and  brought  to  your  attention,  and  I  am  afraid  sometimes 
that  everybody  will  forget  what  we  are  doing  unless  occasionally  I 
make  a  remark  about  that  myself.  (Applause.) 

We  are  in  a  waiting  and  uncertain  situation  with  reference  to  the 
provision  of  transportation  facilities,  and  it  is  a  matter  of  very  grave 
concern  to  the  country.  I  have  no  reason  to  believe  that  the  business 
will  not  be  heavy  again  next  year,  when  the  railroads  will  'be  back 
under  private  control  and  when  they  may  find  it  difficult  to  pool 
their  facilities  and  use  them  as  fully  as  they  can  be  and  are  used 
under  a  unified  control.  Now,  if  this  period  of  uncertainty  and 
waiting  shall  be  prolonged  for  any  considerable  length  of  time  the 
result  is  going  to  be  that  there  can  be  no  timely  planning  for  facilities 
to  handle  next  year's  business. 

In  my  judgment  if  the  legislation  cannot  take  definite  shape  during 
the  month  of  December,  so  that  the  railroads  will  know  where  they 
stand,  and  can  begin  making  their  plans  to  get  the  additional  facilities 
they  will  undoubtedly  need  to  handle  the  business  of  next  fall,  the 
country  will  be  most  disastrously  handicapped  next  fall  in  having 
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its  business  moved,  so  I  regard  that  as  perhaps  the  most  compelling 
reason  why  the  legislation  providing  for  the  future  of  the  railroads 
shall  be  pushed  through  with  the  greatest  possible  expedition,  and 
shall  be  adopted  not  later  than  sometime  in  December,  because  unless 
these  plans  caii  be  entered  upon  by  the  first  of  the  new  year  I  do 
not  see  how  they  can  be  effectively  brought  to  a  realization  in  time 
to  handle  the  heavy  business  of  the  latter  part  of  next  summer  and 
the  following  fall. 

Now,  I  say  I  think  this  ought  to  be  done  in  December,  and  that 
carries  with  it  the  implication  of  what  the  President  has  already 
announced  —  his  intention  to  hand  the  railroads  back  to  their  owners 
on  the  thirty-first  of  December;  and  I  want  to  tell  you  gentlemen 
that  I  shall  welcome  that  day  most  heartily,  (laughter),  and  in  doing 
that  I  feel  I  am  going  to  have  the  rare  privilege  of  offering  the 
American  people  a  wonderful  gratification.  (Laughter.) 

They  tell  the  story  of  a  Roman  emperor  who  had  a  grouch  toward 
all  the  Roman  people,  that  he  wished  they  had  a  single  head  that 
he  might  cut  it  off.  Xow,  I  am  the  single  head  of  the  railroads  and 
it  is  going  to  be  cut  off,  and  therefore  the  people  are  going  to  get  a 
gratification  which  was  denied  the  Roman  emperor.  (Laughter) 

I  want  to  mention  just  one  more  thought  in  connection  with  this 
matter  and  that  is  that  our  handling  of  this  freight  business,  larger 
at  the  present  time  than  we  handled  last  year,  is  being  accomplished 
without  some  of  the  important  aids  which  we  had  last  year  in  dealing 
with  this  matter.  One  matter  of  very  great  importance  last  year  was 
the  zoning  of  coal  whereby  we  acquired  a  very  much  larger  efficiency 
out  of  the  coal  equipment,  because  consumers  were  required  to  get 
their  coal  from  nearby  mines  and  unnecessarily  long  hauls  of  coal 
were  prevented.  That  naturally  terminated  with  the  war  and  the 
result  has  been  that  the  old  custom  has  again  been  resorted  to.  People 
have  gone  to  distant  mines  to  get  their  coal  and  the  amount  of  car 
mileage  now  required  to  carry  a  given  tonnage  of  coal  in  the  country 
has  been  very  greatly  increased. 

Again,  tinder  the  control  of  the  Food  Administration  and  with 
the  patriotic  zeal  of  the  people  we  got  a  heavy  car  loading  last  year, 
which  had  never  been  realized  before,  and  which  admitted  of  the  traffic 
being  carried  in  fewer  cars  than  ever  before.  We  are  doing  what 
we  can  to  accomplish  heavy  loading  this  fall,  and  we  hive  been 
receiving  the  most  gratifying  support  from  the  >tate  commission*  in 
accomplishing  that  result,  but  we  can  hardly  hope  to  get  the  result 
which  could  be  and  WU  a.vomplishol  under  war  condition*,  so  that 
we  are  naturally  and  inevitably  deprived  of  those  aids  t,,  the  situa- 
tion which  we  enjoyed  laM  \> 

As  to  gmin,  I  wanted  to  say  just  one  word.     We  are  endeavoring 

••••essary  by  an  emerge! icy  movement  to  pn.vi.U-  what' 
are  required  to  transport    -rain  to  the  extent    of   tin-  capacit\ 
the  elevators.    We  are  now  making  a  study  to  find  any  elevator  space 
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that  is  not  occupied,  with  a  view  to  finding  the  cars  and  supplying 
them  to  haul  grain  until  that  space  is  full  and  then  to  supply  cars 
to  whatever  extent  is  necessary  to  keep  the  elevators  full.  The  extent 
to  which  the  elevators  can  be  relieved  of  grain  will  largely  depend 
on  the  rapidity  of  the  export  movement,  and  that  will  depend  on 
foreign  buying,  and  on  the  ocean  tonnage  available,  so  that  in  the 
last  analysis  the  speed  with  which  the  grain  crop  will  move  is  likely 
to  be  controlled  by  export  movement,  and  that  in  turn  will  be  con- 
trolled by  foreign  buying  and  by  the  ocean  tonnage.  Up  to  the  present 
time  there  have  been  instances  which  have  come  to  my  attention 
where  we  have  not  moved  the  grain  up  to  the  capacity  of  the  elevator 
space  available,  but  we  are  taking  steps  to  get  all  grain  moved  to 
keep  the  elevators  full. 

It  goes  without  saying  and  has  been  heretofore  explained  that  it 
would  be  contrary  to  the  public  interest  to  permit  any  grain  to  be 
loaded  in  cars  that  could  not  be  unloaded  at  destination,  because  that 
would  simply  convert  the  cars  which  are  already  too  few  in  number 
into  storage  agencies  instead  of  transportation  agencies.  While  that 
might  benefit  the  individual  whose  grain  was  loaded  in  the  particular 
car,  it  would  be  a  distinct  detriment  to  all  the  rest  of  the  public,  so 
we  have  to  exercise  the  permit  system  and  refuse  to  permit  grain  to  be 
loaded  except  to  the  extent  that  it  can  be  unloaded  at  destination. 

I  want  to  make  reference  to  one  other  matter  which  has  been  the 
subject  of  a  considerable  discussion,  and  that  is  as  to  the  number  of 
bad-order  cars,  that  is,  cars  which  are  not  in  condition  for  service. 
There  were  a  number  of  very  complicated  influences  which  had 
the  result  of  bringing  about  an  unusual  proportion  of  bad-order 
cars,  in  the  early  part  of  the  summer.  In  June  we  gave  instruc- 
tions to  overcome  that  difficulty.  About  the  time  those  instruc- 
tions got  into  effect  we  had  the  very  serious  and  widespread  strikes  on 
the  part  of  the  shop  men  in  the  month  of  August,  and  that  set  back 
our  program  to  a  very  serious  extent,  but  beginning  with  about  the 
middle  of  August  we  have  rapidly  overcome  that  condition.  We 
have  diminished  the  number  of  bad-order  cars  by  about  45,000,  and  at 
the  same  time  we  have  brought  into  service  some  of  the  new  cars 
which  we  ordered  last  year,  to  the  extent  of  about  40,000;  so  that 
the  situation  with  respect  to  the  number  of  cars  available  for  service 
is  rapidly  improving  and  yet  the  demands  for  service  are  apparently 
increasing  more  rapidly  than  the  cars  can  be  found  for  that  service. 
Alf  of  which  goes  back  to  the  condition  that  there  are  not  enough 
cars  in  the  country  and  that  there  will  not  be  until  we  get  a  defini- 
tion of  the  situation  on  the  basis  of  which  the  railroad  companies 
can  proceed  to  buy  the  additional  equipment  they  need. 

I  want  to  talk  to  you  something  about  operating  costs  during 
government  control.  I  am  talking  to  you  in  rather  a  prosy  way, 
I  realize,  but  I  feel  that  the  things  I  am  telling  you  have  a  very 
important  bearing  on  the  problems  which  are  in  your  charge,  and 
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you  will  pardon  me  if  I  go  into  these  rather  prosy  details,  because 
I  believe  they  are  of  vital  significance  to  you. 

You  have  heard  a  great  deal,  I  am  sure,  about  extreme  cases  of 
increases  in  pay  to  the  railroad  employes.  In  that,  as  in  so  many 
other  things,  it  is  the  extreme  cases  that  are  dwelt  upon,  whereas  in  a 
matter  of  this  sort  we  must  look  at  the  general  situation.  The  general 
situation  is  that  the  average  increases  in  rates  of  pay  which  have 
been  made  for  railroad  employes  throughout  the  United  States  have 
been  about  fifty  per  cent  over  the  rates  of  pay  which  were  in  effect 
in  December,  1917.  I  have  yet  to  learn  of  any  important  industry 
which  has  shown  a  more  conservative  average  of  increase  in  pay 
in  the  same  time,  in  view  of  the  war  conditions  which  made  increases 
in  pay  both  proper  and  necessary,  and  while  this  increase  in  the 
rate  of  pay  has  been  about  fifty  per  cent,  the  increase  in  the  earnings 
per  individual  has  been  less  than  that,  because  the  number  of  hours 
the  individual  employe  works  is  less  than  the  number  of  hours  he 
was  working  in  December,  1917,  under  the  war  pressure  then  pre- 
vailing and  under  the  longer  hours  which  were  then  established. 

I  think  it  is  a  mental  habit  that  all  of  us  have  got  into  —  on  account 
of  my  peculair  situation  I  suppose  I  have  escaped  it  —  to  assume 
that  the  treatment  of  the  labor  question  is  bad  because  the  govern- 
ment did  it,  and  then  assume  that  the  government  control  is  bad 
because  it  treated  the  labor  movement  like  it  did.  I  think  I  have 
seen  a  great  many  comments  running  around  in  a  circle  that  way. 

One  or  two  illustrations:  Last  spring  Judge  Gary  announced 
that  the  labor  costs  per  unit  of  steel  produced  by  the  Steel  Corporation 
had  increased  119  per  cent  since  1913.  Everybody  accepted  that  as 
evidence  of  efficiency  of  the  Steel  Corporation.  Nobody  has  claimed 
that  the  increase  in  cost  on  the  part  of  the  railroads  has  been  as  much. 
but  nearly  everybody  has  accepted  a  less  increase  in  cost  on  the  part 
of  the  Railroad  Administration  as  an  evidence  of  inefficiency.  The 
director  of  our  division  of  operation  was  out  in  Colorado  and  talking 
to  the  president  of  one  of  the  principal  plants  out  there,  and  this 
Mont  was  bemoaning  the  situation  that  the  Railroad  Administration 
had  increased  the  cost  of  common  labor  to  the  point  where  it 
imj>ossible  to  get  it  and  had  driven  everybody  out  of  business.  Our 
director  wa^  walking  through  his  plant  with  him  and  he  inquired 
what  was  being  paid  for  common  labor  in  that  plant.  The  president 
did  not  know  but  he  called  for  the  figures,  and  he  found  it  was  10 
cents  an  hour  higher  than  the  Railroad  AdminiM ration  was  paying 
in  that  locality.  a  great  deal  plca^anter  to  criticise  what  the 

Railroad    Administration    wa^    doing   than   to   look   into    what    he 
doing  himself. 

Now,  let   me   say    in  words  about    another  aspect    of   the 

labor  matter.  I  am  aware  that  there  i<  a  pn-M-nt  habit  to  condemn 
labor  unsparingly.  I  believe  thi<  is  unjust.  I  have  had  occasion  to 
Mndy  the  labor  situation  with  the  great.  in  the  last  year 
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and  two-thirds.  I  believe  most  of  the  extreme  positions  which  have 
been  taken  by  labor  have  been  the  reaction  from  extreme  and  unjust 
positions  which  have  been  taken  in  the  past  by  employers,  and  I 
believe,  too,  that  a  large  part  of  the  present  manifestations  on  the 
part  of  labor  are  simply  a  part  of  the  world-wide  unrest  that  we 
see  on  every  hand.  1  think  it  is  unfortunate  for  us  to  drift  into  an 
attitude  of  settled  antagonism  to  lasbor,  because  labor  is  a  very 
important  part  of  the  community,  and  in  the  \oi\g  run  we  must  find 
a  proper  modus  vivendi  whereby  we  can  secure  the  proper  co-operation 
with  labor,  and  I  believe,  by  patience  and  fairmindedness,  as  well 
as  firmness,  that  that  can  be  accomplished,  and  I  think  it  is  unfortu- 
nate and  not  in  the  public  interest,  to  develop  a  bitter  hostility  on 
account  of  these  manifestations  at  present,  which  I  regard  as  tempo- 
rary and  which  are  a  mere  momentary  outgrowth  of  the  unsettled 
conditions  which  have  been  the  result  of  the  war. 

I  want  to  talk  to  you  a  little  also  on  some  other  efforts  which  the 
Railroad  Administration  has  made  bearing  upon  operating  costs. 

I  devote  a  good  part  of  my  time,  and  I  think  I  expend  it  to  a 
very  good  purpose,  in  reading  the  editorials  on  this  problem  through- 
out the  country.  I  get  a  great  deal  of  enlightenment  and  I  learn  a 
good  many  things  that  I  did  not  know  before,  that  it  is  important  for 
me  to  know.  But  I  think  I  see  this  thought  underlying  a  good 
many  of  the  editorials,  and  that  is  the  assumption  that  since  the 
United  States  is  now  temporarily  operating  the  railroads,  the  agency 
which  is  doing  that  must  be  the  old-fashioned  sort  of  a  government 
bureau  that  we  have  always  had  in  our  minds  as  the  type  of  the 
agency  that  the  government  employs  to  do  things ;  and  we  probably 
imagine  that  this  old  fogy  government  bureau  is  filled  with  incapable 
office  seekers  who  have  no  concern,  except  to  draw  their  pay,  with 
their  brains  and  their  desks  both  covered  with  cobwebs.  And,  nat- 
urally, when  we  form  that  picture  we  are  driven  to  the  conclusion 
that  whatever  it  is  doing  must  be  inefficient.  But  that  picture  does 
not  fit  the  Railroad  Administration.  The  men  who  have  been  brought 
into  that  work  are  alert,  capable  and  experienced.  There  is  not  a 
man  in  the  work  who  has  sought  his  job.  In  every  instance  the  office 
has  hunted  the  man.  I  have  not  seen  any  signs  of  cobwebs.  I 
believe,  throughout,  there  is  the  most  earnest  desire  to  find  ways  to 
improve  the  efficiency  of  railroad  operation.  And  I  want  to  give  you 
a  few  illustrations,  which  are  mere  types  of  many  things  that  have 
been  done. 

At  the  outset  of  the  Railroad  Administration  it  was  decided  to 
make  a  careful  check  of  the  practices  that  obtained  in  the  round- 
houses, in  the  handling  of  locomotives,  and  the  practices  that  ob- 
tained in  handling  locomotives  in  terminals.  A  most  careful  study 
was  made  of  that  subject  and  it  was  found  that  there  was  room 
for  very  considerable  improvement,  and  the  present  indications  are 
that  we  are  saving  from  fifteen  to  twenty  million  dollars  a  year  on 
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account   of    improved    methods   of   handling    the    locomotives   in   the 
roundhouses   and  at  the  terminals. 

Another  matter  that  was  taken  up  with  great  activity  was  the  matter 
of  fuel  conservation,  to  get  ,a  better  quality  of  fuel,  to  see  that  it 
was  fired  with  more  care,  to  see  that  greater  efficiency  was  gotten  out 
of  it.  The  railroad  officers  and  engineers,  the  firemen  and  trainmen, 
and  the  shopmen  throughout  the  country  were  interested  in  that 
work.  Conferences  and  discussions  were  held  all  over  the  country, 
and  our  present  belief  is  that  we  are  saving  from  twenty  to  thirty 
millions  of  dollars  a  year  on  account  of  the  improvements  that  have 
been  made  in  our  conservation  of  locomotive  fuel,  without  any  ref- 
erence to  the  conservation  of  fuel  in  stationary  power  plants. 

We  undertook  early  in  the  Railroad  Administration  to  adopt  stand- 
ard operating  statistics,  so  as  to  bring  out  the  various  elements  of 
railroad  efficiency,  and  so  that  we  could  compare  what  was  done  on 
one  railroad  with  what  was  done  on  another  railroad.  The  result 
is  that  these  statistics,  which  had  never  before  been  developed  for 
the  railroads  of  the  country,  as  a  whole,  have  been  so  developed 
that  many  of  the  railroads  now  get  information  about  their  own 
operation  which  they  did  not  have  before,  and  all  the  railroads  now 
have  an  opportunity  to  compare  their  operations  with  those  of  other 
railroads,  which  was  before  impossible. 

The  existence  of  these  operating  statistics,  has  I  believe,  greatly 
stimulated  the  study  of  efficient  practices  on  the  part  of  railroad 
officers  throughout  the  country. 

Another  matter :  In  the  spring  I  took  up  the  proposition  that  the 
railroads  were  not  in  a  position  to  supervise  their  expenditures  for 
maintenance  of  way  and  structures,  and  for  maintenance  of  equip- 
ment, to  the  same  extent  and  with  the  same  success  that  they  super- 
vised their  expenditures  in  the  movement  of  trains. 

The  regional  directors  took  the  matter  up  at  my  request.  Each 
regional  director  held  a  conference  with  all  his  federal  managers, 
some  of  them  held  two  or  more  conferences,  and  they  interchanged 
the  minutes  of  their  meetings.  The  federal  managers  then  held  con- 
ferences with  all  their  subordinates,  local  committees  were  formed, 
and  there  has  been  a  study  of  ways  and  means  to  improve  the  efficiency 
of  supervision  in  all  maintenance  matters,  and  that  is  where  a  very 
large  part  of  the  total  operating  expense  is  found. 

There  has  been  a  greater  study  of  that  phase  of  railro.-id  admin- 
istration than  ever  before  in  the  history  <>f  the  country,  and  there  has 
been  a  reaching  out. to  find  new  units  of  comparison.  BO  tTiat  each 
operating  officer  ran  -ee  whether  his  subordinates  are  usinsj  their 
labor  and  material  to  the  best  advant:  that  one  operating 

division  ran  be  <•<  mpnred  with  another  under  similar  conditions,  so 
there  can  !><•  a  more  effective  supervision  ,,f  the  men  themselves  I 
believe  we  are  tfettini;  very  important  progress  in  that  direction. 

X'ow.    in   all   these   things   we  do  not    claim   any   credit    for   novelty. 


294  NATIONAL    ASSOCIATION    OF    RAILWAY 

The  most  progressive  railroads  had  been  doing  things  of  this  sort 
for  years.  But  what  we  do  claim  is  that  we  did  take  advantage  of 
a  very  broad  opportunity  that  was  given  to  us  to  develop  a  similar 
interest  on  the  Part  of  all  railroads,  and  to  develop  a  comparative 
interest  as  betwreen  different  railroads. 

In  addition  to  that  we  have  been  endeavoring  to  encourage  the 
enlistment  of  the  interest  of  the  employes  in  these  matters,  because 
the  employes  see  a  great  deal  that  can  be  improved  upon,  and  we 
are  trying  to  bring  about  a  situation  where  they  will  feel  encouraged 
to  come  forward  with  their  suggestions  and  criticisms,  and  will  feel 
that  they  will  be  welcome  in  doing  so,  instead  of  being  criticised. 
There,  again,  I  have  no  doubt  the  most  progressive  railroads  were 
doing  that  before,  but  we  have  tried  to  stimulate  it  still  further  and 
to  make  it  more  general.  That  is  a  matter  which  I  think  will  develop 
only  by  slow  degrees,  but  I  believe  it  will  develop.  I  think  it  is  bound 
to  develop,  because  we  must  reckon  with  labor  as  an  important,  vital 
part  of  railroad  operation.  It  thinks  for  itself  and  it  asserts  what 
it  thinks  it  ought  to  have,  and  the  .more  it  is  consulted,  the  more  it 
understands  what  is  being  done,  the  more  it  feels  that  its  views  are 
being  respected,  the  better  the  results  which  are  going  to  be  obtained. 
We  have  been  making  just  faint  moves  in  that  direction,  trying  to  make 
more  general  the  efforts  that  had  already  "been  put  forward. 

My  sincere  judgment  is  that  in  all  these  matters  that  I  have  used 
for  illustration,  as  well  as  in  a  great  many  others,  the  things  that  have 
been  done  by  the  Railroad  Administration,  simply  on  account  of  the 
opportunity  it  had,  and  which  the  railroads  themselves  did  not  have 
before,  are  going  to  bear  fruit  in  increasing  measure  for  a  long  time  to 
come.  In  all  these  matters  we  have  met  with  a  most  ready  response 
on  the  part  of  railroad  officers,  because  they  have  appreciated  the  value 
of  what  has  been  suggested,  and  have  given  their  most  hearty  support 
in  carrying  forward  these  efforts  to  improve  operating  efficiency. 

In  all  these  efforts  to  render  a  public  service  I  have  felt  that  we 
were  having  a  very  effective  measure  of  support  from  the  railroad, 
utility  and  public  service  commissions  throughout  the  country,  and 
I  want  now  to  express  my  gratitude  for  that,  and  my  feeling  that  we 
have  been  greatly  helped  by  the  advice  we  have  received,  and  the 
assistance  in  various  ways  that  has  come  to  us ;  because  I  cannot 
emphasize  too  much  my  fundamental  conviction  that  these  things 
must  be  looked  after  on  the  ground,  and  by  officers  who  represent  the 
people  on  the  ground,  that  nobody  sitting  in  Washington  can  ever 
know  enough  about  the  situation  to  control  it  effectively,  except  by 
that  sort  of  thoroughgoing  local  support  and  assistance.  (Applause.) 

Perhaps  I  do  not  need  to  say  it  to  you,  but  I  believe  I  do  find 
everybody  agreeing  with  me  in  one  respect,  if  no  other,  and  that  is 
that  the  Railroad  Administration  is  an  exceedingly  difficult  job.  I 
find  I  have  the  sympathy  of  everybody,  if  they  don't  have  any  other 
kindly  feeling  toward  me  at  all.  (Laughter.) 
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But  in  this  work  of  trying  to  render  an  adequate  service,  and  trying 
to  deal  justly  with  the  demands  of  labor,  under  an  unparalleled  read- 
justment of  conditions  all  through  the  world,  trying  to  avoid  unneces- 
sary expense,  and  trying  to  deal  fairly  with  the  demands  of  the  public, 
I  am  sure  you  will  agree  with  me  that  it  is  a  work  that  taxes  the 
efforts  of  anybody  who  undertakes  it,  and  I  cannot  tell  you  how  much 
I  have  felt  aided  by  the  support  which  has  come  from  you  gentlemen 
and  your  associates. 

Xow,  while  I  have  had  these  things  to  say  about  railroad  operation, 
that  does  not  complete  the  picture  of  the  Railroad  Administration. 
\Ye  have  another  branch  to  our  work  which  is  of  supreme  importance. 
\Ye  are  charged  with  representing  the  interests  of  the  Government 
in  settling  with  the  railroad  corporations  for  two  years  of  occupation 
of  property  worth,  perhaps  sixteen  to  eighteen  billion  dollars  or  more, 
and  with  perhaps  two  hundred  and  twenty-five  or  two  hundred  and 
fifty  thousand  miles  of  railroads,  with  all  sorts  of  incidental  properties 
which  have  been  included. 

You  can  readily  appreciate  the  enormous  responsibility  and  enor- 
mous difficulty  that  exist  in  endeavoring  to  protect  the  interests  of 
the  government  in  working  out  a  settlement  of  these  great  matters. 

We  devised  a  standard  form  of  contract  which  the  railroad  companies 
and   the   government  •  entered    into.     Those   contracts   are   necessarily 
complicated,  because  they  deal  with  one  of  the  most  complicated  of 
subject  matters.     The  questions  that  arise  under  those  contracts  arc 
bewildering  in  their  number  and   in   their  complexity   and   difficulty. 
and  the  Railroad  Administration,  in  addition  to  endeavoring  to  handle 
these  operating  problems  and  these  problems  of   public   service,   and 
tlu-se  labor  problems,   has  also  got  to  represent  the   Government   in 
making  these  settlements;  and  that,  by  the  way,  is  a  work  which  will 
have  to  be  handled   by   some  one  even   after   the   federal  control   of 
operation  ceases,  and  it  will  be  a  work  of  extreme  importance,  involv- 
ing hundreds  of  millions,  and  even  billions  of  dollars  of  the  govern- 
ment money,  in  order  to  work  out  a  proper  and  ju>t  final  settlement. 
One  of  the  most   important  phases  of  that    Mihject    i-  the  <|iuMion 
of  the  maintenance  of  the  properties.     The  statute  contemplates,  and 
the   standard    contract    provides,    that    the    properties   shall   be    turned 
back  in  the  condition  in  which  they  were  received.     But  the  contract 
also  provides  that   the   government    shall   he  deemed   to  have  complied 
with  the  obligation  if  it  shall  have  sj>ent  upon  the  property  the  same 
amount  that  was  spent  on  the  property  during  the  iod  of  three 

years,  for  similar  purposes,  making  due  allowances   for  differences  in 
I   and   waives   and   use  of  the  property.     So   t\-it    i-  one   of   our 
test  problems,  to  maintain  the  properties  up  to  what  the  coin- 
Contemplates,  and  to  avoid  over-maintenance.      \Ye  have  .^iven  that  a 
•Treat    deal    of    Mudy.      \Yc  have    had    in    many    instances    to   cut    down 
budgets  that  were  proposed  for  railroad  companies     <  >n  the  other  hand, 
it  has  hern  impossible,  on  account  of  the  scarcity  of  materials  which 
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existed  during  the  war,  to  obtain  for  all  railroads  all  of  the  materials 
that  they  put  on  the  properties  during  the  test  period.  So  that  we 
have  an  exceedingly  complicated  problem  to  deal  with. 

Broadly  speaking,  my  judgment  is  that  we  will  be  able  to  show,  at 
the  end  of  this  year,  that  in  the  aggregate  we  have  spent  on  the  pro- 
perties what  the  contract  contemplates ;  and  that  what  we  may  be  short 
in  some  respects  has  been  made  up  in  other  respects.  As  to  any  parti- 
cular railroad  the  account  may  not  exactly  balance;  some  railroads 
may  owe  the  government,  other  railroads  may  have  something  coming 
to  them  from  the  government,  but  the  general  impression  which  has 
been  dissiminated  to  a  considerable  extent,  that  the  railroads  have 
been  seriously  under-maintained  during  federal  control  is  altogether 
erroneous,  and  the  balance,  one  way  or  the  other,  will  not  be  a  large 
figure,  considering  the  enormous  amounts  that  are  involved. 

Now  in  addition  to  those  problems  we  have  another  one,  and  that 
is  not  a  small  one.  That  is  the  problem  of  effecting  the  transfer  of 
these  properties  back  to  private  control.  It  takes  but  a  moment's  thought 
to  see  that  that  is  a  vastly  more  difficult  problem  than  was  that  of  the 
government  taking  over  these  properties.  When  these  properties  were 
taken  over  by  the  government  there  were  all  sorts  of  different  prac- 
tices on  the  different  railroads ;  all  sorts  of  agreements  between  the 
different  railroad  companies  for  joint  use  of  particular  facilities.  It 
was  perfectly  easy  for  the  government  to  bring  in  all  these  things  and 
continue  to  observe  these  different  practices  until  it  had  the  oppor- 
tunity to  establish  a  unified  method.  But  now,  when  the  proposition 
is  reversed,  and  it  is  one  of  terminating  the  unified  method,  and  of 
putting  back  into  play  the  old  diversified  methods,  we  have  a  more, 
a  far  more,  difficult  undertaking.  That  is  a  thing  which  we  must  work 
out  between  now  and  the  end  of  December.  Of  course,  with  the  co- 
operation of  the  railroad  companies,  and  the  thing  in  that  connection 
which  I  am  particularly  anxious  to  accomplish,  is  that  this  transfer 
back  to  private  control,  and  all  the  difficulties  that  will  be  involved 
in  it,  shall  be  made  without  disturbing  the  public  service,  and  without 
subjecting  the  traveler  or  the  shipper  to  confusion  or  uncertainty  as 
to  how  he  shall  conduct  his  business,  when  the  railroad  companies 
resume  control  which  will  not  be  unified,  and  may  not  have  the  uniform 
practices  which  have  prevailed  during  government  control.  So  that 
problem  is  one  which  calls  for  a  great  deal  of  attention  in  the  next 
two  months. 

In  conclusion,  I  want  to  say  that  in  dealing  with  all  these  problems 
I  believe  I  can  fairly  say  to  you  that  the  thing  I  have  striven  to 
accomplish  has  been  the  best  possible  public  service  under  the  diffi- 
culties which  have  confronted  me. 

I  cannot  tell  you  how  very  much  I  have  appreciated  this  opportunity 
to  talk  to  you,  gentlemen,  who  have  come  so  close  to  this  situation.  I 
want  you  to  know  that  I  personally  am  going  to  endeavor,  and  I  am 
going  to  try  to  get,  and  probably  I  can  get  all  my  railroad  associates 
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in  this  work  to  endeavor  to  keep  on  rendering  the  public  service  to  the 
very  best  possible  extent,  right  up  to  the  very  last  day  of  federal  con- 
trol, and  then  pass  it  over  to  the  railroad  companies  with  the  least 
possible  disturbance  to  the  country.  I  thank  you  most  heartily  for 
your  attention.  (Prolonged  applause.) 

Toastmaster  COFFIN  :  I  am  sure  there  is  not  a  person  in  this  audi- 
ence but  that  at  this  moment  feels  under  no  small  obligation  to  the 
Director  General  for  the  intensely  interesting,  practical  and  suggestive 
discourse  that  he  has  given  us.  (Applause.) 

I  have  a  confession,  sir,  to  make  tonight  before  I  shall  go  much 
farther.  I  have  travelled  between  12,000  and  15,000  miles  since  the 
first  day  of  January.  I  have  had  a  good  many  experiences  that  I  have 
laid  up  against  the  Director  General,  as  his  was  the  only  name  that  I 
could  see  that  I  could  find  fault  with,  and  I  had  felt  when  I  knew  1 
was  to  be  here  tonight  that  this  would  be  at  last  my  opportunity. 
(Laughter.)  But,  ever  since  I  have  listened  to  your  remarks,  and  I 
realize  as  I  did  not  before,  the  difficulties  under  which  you  and  your 
assoociates  have  labored,  I  am  prepared  to  say,  sir,  that  it  does  not 
make  any  difference  now  how  many  times  my  head  was  jammed  against 
the  end  of  the  sleeper,  or  how  many  times  I  could  not  get  the  food 
I  thought  I  was  entitled  to  and  which  I  did  pay  for,  or  how  many  times 
I  had  to  lie  in  the  train  away  beyond  the  time  I  thought  I  ought  to 
remain  there.  I  have  forgotten  it  all.  (Laughter  and  applause.)  And, 
sir,  I  have  at  this  moment  none  but  the  kindliest  of  feelings  towards 
the  Director  General.  (Renewed  laughter.) 

One  other  thing,  sir,  that  your  speech  has  accomplished  so  far  as  I 
am  concerned.  It  has  put  the  soft  pedal  upon  the  tremendous  enthu- 
siasm that  I  intended  to  display  in  announcing  the  next  theme,  that 
theme  being  "The  Transition  from  Government  to  Private  Contn.1." 
'  laughter.)  Therefore,  I  am  simply  in  a  very  ordinary  tone  of  voice 
going  to  say  that  the  next  theme  i»  as  I  have  announced,  and  will  be 
I  indented  by  Hon.  Clyde  B.  Aitchison,  Chairman  of  the  Interstate 
Commerce  Commission.  (Prolonged  applause.) 

THE  TRANSITION  FROM  GOVERNMENT  TO  PRIVATE 

CONTROL 

Address  by  Hon.  Clyde  B.  Aitchison,  Chairman. 
Interstate  Commerce  Commission. 

Mr.   Toasttmtstcr,   Mr.  President.    Mr.   /'  ralt    LaditS  and 

Gentlemen  : 

An  ordinary  member  <>f  the  Ink-rotate  Commerce  ( 'mnmission  finds 
himself  labnrin-  under  sv\ere  handicap*  when  lie  undertakes  to  follow 
any  member  <>\  the  Railroad  Administration  in  -pee^h.  Life  in  the 
Railroad  Administration  ipves  them  less  opportunity  to  get  out  of 
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habit  of  public  speaking  than  for  the  wheels  of  an  eight  day  clock 
to  become  rusty  with  disuse.  (Laughter.) 

\Ye  all  remember  how  Mr.  Dooley  pictured  the  life  and  functions 
of  Secretary  Taf  t  during  the  Roosevelt  administration ;  how  whenever 
there  was  anything  that  had  to  be  done,  Mr.  Taft  was  sent  to  do  it, 
Mr.  Dooley  pictured  him  finally  in  the  life  of  a  fireman.  So  I  can 
fancy  things  as  they  transpire  on  the  ninth  floor  of  the  Interstate 
Commerce  Building  in  Washington,  just  two  floors  below  my  office. 
Suddenly  a  three  alarm  call  comes  in  and  the  chief  rushes  madly  up  to 
Congress  to  get  $750,000,000  out  of  that  reluctant  body.  (Laughter.) 
Immediately  thereafter  there  is  a  still  alarm  and  Mr.  Thelen  slides 
the  pole  and  rushes  to  Cincinnati  to  attend  a  meeting  of  the  National 
Industrial  Traffic  League.  (Renewed  laughter.)  About  that  time 
along  comes  an  alarm  from  the  Stock.  Yards  district,  and  Mr.  Thelen, 
before  he  has  a  chance  to  pick  up  his  hose  and  go  back  to  the  house, 
is  sent  post  haste  to  St.  Louis ;  and  then  comes  another  two  alarm  and 
that  brings  the  chief  and  Mr.  Thelen  both  out  to  attend  the  convention 
of  the  National  Association  of  Railway  and  Utilities  Commissioners 
and  put  the  fire  out.  (Renewed  laughter.) 

I  must  confess  that  a  member  of  the  Interstate  Commerce  Com- 
mission has  little  opportunity  to  train  himself  in  these  graceful  arts. 
As  soon  as  he  becomes  a  member  of  the  Commission,  is  confirmed  by 
the  Senate  and  sworn  in,  his  colleagues  metaphorically  put  a  cork  in 
him,  (laughter)  ;  and  he  is  told  that  there  arei  but  two  times  in  the 
year  when  he  is  privileged  to  be  himself  and  say  what  he  chooses. 
One  of  them  is  at  the  graduating  exercises  of  a  lady's  college  (renewed 
laughter)  ;  and  the  other  one  is  when  he  attends  the  annual  conven- 
tion of  the  National  Association  of  Railway  and  Utilities  Commis- 
sioners, when  for  once  he  is  permitted  to  say  what  he  chooses  but 
with  the  qualification  that  must  be  carefully  explained  in  advance, 
that  what  he  says  represents  only  his  own  views,  and  in  no  wise 
represents  those  of  his  colleagues  except  they  happen  to  be  what  the 
Commission  has  already  voiced  in  its  formal  reports.  (Prolonged 
laughter  and  applause.) 

The  Director  General  has  spoken  of  what  has  been  done  during 
the  period  of  federal  control.  I  am  in  the  somewhat  embarrasssing 
position  in  which  my  father  found  himself.  He  was  a  very  old 
gentlemen,  a  Scotchman  brought  up  in  Scotland,  who  attended  a 
theological  seminary  in  the  purlieus  of  the  University  of  Glasgow. 
He  has  often  told  me  about  his  first  experience  in  preaching  a  sermon. 
He  was  then  a  boy  and  at  his  first  sermon  he  preached  for  fifty 
minutes.  He  was  convinced  when  he  went  back  to  his  home  and 
threw  himself  on  his  pallet,  that  he  had  talked  himself  out  and  would 
never  again  be  able  to  preach  a  sermon,  and  that  what  he  could 
say  with  respect  to  man's  original  condition,  'his  fall,  his  redemption, 
his  salvation  and  ultimate  happiness  and  glory  had  all  been  said  in 
that  one  sermon.  (Laughter.) 
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I  took  fifty  minutes  yesterday  before  the  convention  exuding  a 
few  little  pearly  gems  of  thought  with  respect  to  the  legislative 
situation  which  I  thought  ought  to  be  covered,  and  then  as  an  after- 
thought came  this  invitation ;  but  when  I  found  Mr.  Hines  was  bringing 
the  subject  up  to  the  end  of  the  period  of  federal  control  it  occurred 
to  me  it  was  about  time  to  stop  dealing  in  the  G's,  glittering  gener- 
alities, and  come  down  to  the  two  C's,  cold  cases,  and  talk  to  you 
business  men  about  some  of  the  things  we  can  expect  to  see  ahead 
of  us  after  the  roads  are  handed  back. 

Necessarily  any  attempt  on  our  part  to  forecast  what  will  occur 
must  be  imperfect,  because  of  a  want  of  knowledge  as  to  precisely 
what  form  the  legislation  to  be  enacted  by  Congress  may  take.  There 
is  also  necessarily  a  great  deal  of  uncertainty  due  to  the  want  of 
knowledge  as  to  the  trend  of  material  and  labor  costs,  and  the  cost 
and  fluidity  of  money.  The  great  uncertainty  is  as  to  what  will  be 
normal;  when  we  know  the  new  standard  of  normality  of  prices 
and  other  conditions,  and  are  able  to  recognize  it  as  being  the  normal 
condition  of  prices,  the  process  of  readjustment  from  that  time  on 
will  be  facilitated. 

Let  me  say  at  the  outset  that  I  agreee  in  what  Mr.  Hines  has  said 
with  respect  to  the  difficulty  of  the  problems  which  will  confront  the 
Railroad  . \dministration  after  the  termination  of  federal  control. 
There  will  be  need  for  a  complete  and  efficient  organization  of  some 
sort  for  years  to  come,  directed  by  some  one  with  the  broad  grasp 
of  financial,  traffic,  and  operating  matters,  which  the  Director  General 
has  so  signally  displayed,  and  with  his  recognized  shrewdness  and 
profound  legal  ability,  to  see  that  the  interests  of  the  Government  are 
conserved  in  the  settlement  of  the  myriad  matters  which  necessarily 
will  arise  in  striking  balances,  making  settlements  and  taking  receipts 
in  full.  This  will  take  time  and  is  a  thankless  task,  which  involves 
great  sums  of  money,  and  will  require  skill  of  the  highest  order. 
The  Director  General  may,  therefore,  perhaps  strongly  against  his 
will,  find  himself  drafted  into  the  public  service  f«»r  a  longer  period 
than  he  now  anticipates:  and  while  the  work  of  adjustment  i^  difficult 
and  thankless,  it  affords  an  opportunity  for  public  service  which  no 
man  can  decline,  and  which  will  require  the  precise  combination  of 
talents  that  Mr.  Hines  so  signally  possesses.  (Applau 

And  if  you  do  not  think  and  he  does  not  think  that  take-  time, 
let  me  tell  you  of  the  process  of  readjustment  goin«j  on  in  the  War 
.rtrnent  at  the  present  time.  They  have  a  !x>ard  of  contract 
adjustment-;  which  is  disposing  of  the  myriad  matters  which  have 
come  up  between  the  War  Department  and  the  contractors,  which 
board  it  L-<  itiiiLT  rid  of  these  difficulties  quite  promptly.  They  have  as 
the  head  of  one  of  those  boards  a  former  State  Commissioner  of 
Xew  Jersey.  Not  long  ago  one  of  these  hoards  of  contract  adjustment 
received  a  letter  from  a  Senator  of  the  United  State-  ripping  it  up 
and  down  the  back  for  tardiness  in  making  an  adjustment  of  some  of 


300  NATIONAL    ASSOCIATION    OF    RAILWAY 

these  cases.  It  struck  home;  the  shaft  was  barbed;  and  they  felt 
badly  about  it  until  some  one  happened  to  glance  at  the  letterhead  on 
which  the  communication  was  written,  and  there  at  the  top  it  said, 
"United  States  Senate  Committee  on  Revolutionary  Claims."  (Pro- 
longed langhter.) 

On  October  12,  Mr.  Hines  said  quite  accurately  that  the  railroad 
systems  of  the  country  were  then  doing  -  -  and  I  think  the  accent 
fairly  should  be  placed  upon  the  word  "then"  in  order  to  get  the 
true  perspective, —  a  heavier  business  for  the  present  season  of  the 
year  than  was  ever  done  in  the  history  of  the  railroads  in  normal 
years,  and  practically  as  heavy  a  business  as  was  done  at  this  season 
in  1918,  which  exceeded  all  previous  records. 

If  I  were  asked  to  state  what  was  the  outstanding  accomplishment 
of  federal  control,  from  its  inception  in  the  midst  of  war  down 
through  the  war  until  its  close,  and  the  demobilization  following,  I 
would  say  that  it  was  the  fact  that  the  Administration  had  moved 
the  traffic  under  the  most  unusual  conditions,  and  in  such  a  way  as 
the  national  needs  required.  This  was  the  chief  purpose  of  the 
assumption  of  federal  control,  and  it  has  been  accomplished.  Finan- 
cial stability  and  aid  to  the  rail  system  was  the  other  great  object. 

But,  the  traffic  has  moved,  under  conditions  which  cannot  obtain 
under  private  ownership  and  operation.  The  Administration  is  even 
now,  as  we  have  heard,  unavoidably  deprived  of  many  exceedingly 
important  aids  which  it  was  able  to  utilize  last  year,  such  as  the 
zoning  of  coal  and  the  heavier  loading  which  was  achieved  under  the 
patriotic  stimulus  of  war. 

I  have  been  surprised,  to  see  what  an  intimate  connection  there  is 
between  international  matters  and  our  matters  of  purely  domestic 
concern,  even  with  respect  to  the  subject  which  rests  so  heavily  upon 
us  as  does  the  car  situation.  The  willingness  or  unwillingness  of 
a  foreign  government  to  route  its  bottoms  to  a  particular  port  may 
determine  whether  our  grain  is  going  to  be  moved  out  of  the  center 
of  the  United  States. 

These  aids  will  be  absent  during  private  operation  except  as  far 
as  some  substitute  is  found  for  them.  Not  alone  will  the  carriers 
find  themselves  without  these  aids  to  movement  which  the  federal 
government  has  been  able  to  employ,  but,  in  view  of  the  traffic 
prospects  of  the  country,  "it  seems  to  be  reasonably  certain  that  in 
the  fall  of  1920  there  will  be  need  for  materially  more  freight  cars 
than  will  be  available  if  the  corporations  are  not  able  promptly  to 
make  plans  for  the  additional  equipment  which  the  government  has 
been  unable  to  acquire." 

This  condition  must  bear  heavily  upon  every  business  man  and  upon 
every  railroad  commissioner,  state  and  federal.  If  you  do  not  appre- 
ciate what  a  car  shortage  means  now,  you  will,  and  you  will  then  appre- 
ciate the  gravity  of  the  situation. 

What,  briefly,  is  the  situation  at  present?    All  box  cars  of  the  fed- 
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erally  controlled  lines  are  now  pooled  and  the  requirements  for  such 
cars  of  lines  members  of  the  pool  are  met  through  the  medium  of  the 
Car  Service  Section,  which  directs  the  inter-regional  movement  of  cars 
as  traffic  conditions  may  require. 

Refrigerator  cars  of  railroad  ownership  are  also  pooled.  To  a  cer- 
tain extent  refrigerators  are  moved  throughout  the  country  as  traffic 
conditions  may  demand,  as  well  as  the  movement  of  the  railroad  owned 
refrigerators. 

Open-top  cars,  commonly  called  coal  cars,  owned,  by  the  railroads, 
comprising  the  Eastern  Allegheny  and  Pocahontas  regions,  with  cer- 
tain minor  exceptions,  are  pooled  and  handled  under  the  direction  of 
the  Car  Service  Section  through  the  manager  of  the  Eastern  Railroads 
Car  Pool  at  Pittsburgh. 

All  other  cars,  although  in  reality  governed  by  ownership  car  ser- 
rules,  are  nevertheless  used  in  common  as  conditions  may  require, 
directions    accomplishing   this   being   given   through   the   Car    Service 
Section. 

Both  the  box  car  pool  and  the  open  car  pool  antedate  federal  control. 
They  arose  under  a  voluntary  arrangement  of  the  carriers  in  which  the 
Interstate  Commerce  Commission  had  an  unofficial  participation,  prior 
to  federal  control.  While  opinion  throughout  the  country  is  not  unan- 
imous on  this,  the  advantages  of  common  use  through  pooling  cars 
seem  generally  to  be  accepted  as  more  than  offsetting  the  disadvan- 
tages, and  pool  use  produces  greater  car  efficiency  than  does  owner- 
ship use. 

The  outstanding  advantage  of  the  pool  is  the  ability  of  the  central 
organization  to  direct  the  movement  of  the  cars  so  that  the  equipment 
may  be  placed  where  it  may  be  needed,  without  strict  regard  to  the 
ownership  thereof.  It  has  certain  economies.  It  avoids  terminal  switch- 
ing which  is  required  to  a  very  considerable  extent  in  placing  cars  for 
loading  according  to  ownership  marks.  It  also  reduces  the  empty  car 
mileage  as  it  permits  the  movement  of  cars  from  where  made  empty. 
regardless  of  ownership,  to  loading  territory  nearby. 

'  )n  the  other  hand,  pooling  does  tend  to  produce  a  poorer  physical 
condition  of  the  equipment,  and  this  may  perhaps  in  part  account  for 
the  condition  which  the  Director  General  has  described.  This  is  due 
to  the  disposition  of  the  mechanical  man  to  repair  his  own  car  in  a 
thoroughly  workmanlike  manner,  but  to  give  to  the  foreign  car  a  "lick 
and  a  promise,"  and  to  the  present  inadequate  distribution  of  repair 
part-  throughout  the  country.  If  cars  are  to  l»e  continued  in  a  pool, 
-ome  pooling  of  mechanical  facilities  and  forces  coincident  ally  seems 
to  be  indicated. 

The  period  of  which  I  am  speaking  N  that  which  follows  federal  con- 
trol,  with   the   railroads   hack    under   private   ownership   and   condr 
i.mpetition  restored. 

There  i>  apparently,  a  distinct  movement  under  HOfl, 

at   the  tim<    o(   which   \vr  arr  spraking.  to  ownership   rules  in   the  1 
ling  of   cars,      The    well   equipped   railroad    has   ;i    valuable   asset    in    its 
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larger  ownership  of  cars  compared  with  its  poorer  equipped  competitor. 
The  better  equipped  railroad  in  losing  the  use  of  the  car,  evidently 
does  not  consider  itself  adequately  compensated  by  the  regional  mileage 
or  per  diem  allowance,  because  in  times  of  car  shortage  every  day's 
absence  of  the  car  from  the  home  line  means  a  certain  loss  of  revenue 
and  means  in  addition  more  grief  to  the  operating  and  transportation 
officers  by  virtue  of  their  inability  to  meet  the  demands  of  their  shippers. 

How  can  these  objections  be  overcome?  Careful  students  of  the  sit- 
uation have  suggested  the  following  principles : 

First,  if  a  pool  of  cars  is  to  be  continued,  some  provision  can  be  made 
whereby  members  of  the  pool  may  be  entitled  to  draw  cars  therefrom 
on  the  basis  of  their  contribution  to  the  pool,  regardless  of  the  fact  that 
such  a  rule  may  give  a  better  car  supply  to  certain  sections  and  to  cer- 
tain railroads  than  to  others. 

Second.  Again,  it  has  been  suggested  that  the  better  way  to  accom- 
plish this  may  be  some  system  of  ownership  rules  with  an  element  of 
flexibility  which  formerly  was  absent;  a  provision  whereby  that  flex- 
ibility may  be  utilized  through  the  medium  of  a  central  distributing 
agency  such  as  the  former  Commission  on  Car  Service. 

Third.  With  the  return  of  the  carriers  to  private  operation,  the  Esch 
Amendment  to  the  Interstate  Commerce  Act  again  comes  into  force 
and  the  power  of  prescribing  proper  car  service  rules  devolves  upon 
the  federal  commission.  It  has  been  suggested  that  in  the  exercise  of 
this  power,  if  the  Interstate  Commerce  Commission  under  the  Esch 
Bill,  or  any  elaboration  thereof,  were  to  distribute  cars  as  between  rail- 
roads, its  orders  in  that  respect  made  direct  upon  a  carrier  might  involve 
a  claim  for  damag-es  on  account  of  the  depriving  of  a  carrier  of  the  use 
of  its  cars,  and  the  revenue  which  it  might  ha,ve  earned  therewith,  or 
for  damages  to  another  carrier  for  the  haul  of  such  cars  from  the  line 
of  the  carrier  from  which  they  were  taken  to  the  line  of  the  carrier  to 
which  they  were  directed,  and  over  which  there  was  no  lading.  Such 
questions  might  be  avoided,  it  is  said,  if  the  Commission  were  willing 
to  utilize  an  agency  such  as  the  former  Commission  on  Car  Service, 
which  was  a  voluntary  railroad  organization  of  the  character  which 
has  been  described,  for  the  handling  of  just  such  matters. 

The  objection  to  such  a  course  is  that  it  involves  abdication  by  the 
Commission  of  the  functions  with  which  it  is  charged  by  law,  in  favor 
of  those  whose  course  of  conduct  is  sought  to  be  regulated  by  the  law. 
Why  there  should  be  claims  for  damages  if  the  distribution  is  directed 
by  the  Commission,  and  none  if  directed  by  a  committee  of  the  carriers, 
needs  some  explanation. 

'While  pooling  may  be  necessary  at  times,  do  not  get  the  idea  from 
what  I  have  said  that  it  is  to  be  regarded  as  necessarily  a  permanent 
proposition.  Perhaps  it  may  be  necessary  even  for  long  times,  but 
flexibility  requires  that  the  arrangement  may  be  commenced  and  term- 
inated as  necessity  may  require,  and  confined  to  such  sections  as  the 
needs  of  the  occasion  may  demand. 

The  traffic  conditions  are  such  that  it  may  be  expected  there  will 
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necessarily  be  much  need  to  resort  to  the  embargo  to  keep  transporta- 
tion moving.  One  of  the  results  of  the  war  period  was  the  develop- 
ment of  the  permit  system  of  shipment  as  an  effective  aid  to  and  supple- 
ment of  the  embargo.  The  extraordinary  power  of  embargo  is  a  denial 
for  the  time  of  the  general  obligation  of  carriage,  and  can  be  justified 
only  by  circumstances  ofc  extraordinary  character.  Uncontrolled,  or 
exercised  without  discrimination,  many  avoidable  harships  and  personal 
discriminations  must  accompany  it.  There  is,  it  would  seem,  need  that 
these  agencies,  effective  in  the  common  good  when  rightly  used,  but 
harmful  when  improperly  applied,  should  be  retained,  made  flexible  in 
operation,  but  always  exercised  with  care,  and  openly  and  upon 
lawful  authority.  Coordination  between  car  service  and  embargoes 
and  permits  for  shipment  mu>t  therefore  be  sought,  under  the 
approval  of  the  same  legal  body. 

The  situation  with  respect  to  rates  will  depend  somewhat  upon  the 
legislation  which  is,  enacted  by  Congress.  What  form  of  steadying 
legislation  will  be  enacted  is  problematical.  It  will  be  more  necessary 
with  respect  to  intrastate  than  as  to  interstate  rates,  because  the 
Interstate  Commerce  Commission  has  held  that  the  rates  filed  under 
the  authority  of  the  Director  General  continue  in  force  until  changed 
in  the  manner  provided  by  law ;  while  automatically  many  questions 
of  conflict  will  arise  with  the  return  to  the  full  authority  of  the  states, 
unless  some  legislation  maintaining  the  status  is  enacted. 

It  is  reasonable  to  assume  that  there  will  be  a  great  increase  in  the 
number  of  formal  complaints  filed  before  both  the  federal  and  the  state 
commissions.  This  trend  is  clearly  shown  in  the  record  of  formal  com- 
plaints filed  before  the  Interstate  Commerce  Commision,  month  by 
month. 

It  may  be  of  interest  to  recite  a  few  facts  with  refernce  to  the  trend 
of  the  cases  before  the  Commission  during  the  recent  period. 

The  trend  of  formal  complaints  reached  its  peak  1916  and  the  latter 
part  of  1917.    Federal  control  was  assumed  at  the  end  of  1917.    Then 
followed   a   marked   decline   in   the  number   of   complaints,    followed 
immediately  after  the  passage  of  the  Federal  Control  Act  by  an  inert 
but  when  General  Order  No.  28  was  issued  there  was  a  drop  in  the 
filing  of  complaints  until  in  the  month  of  June,  1918,  they  numbered 
but  two.    As  soon  as  General  Order  No.  28  went  into  effect  the  number 
of  complaints  filed  began  to  increase  again,  until  in  April.  1919,  it 
ceeded  any  month  but  three  in  the  three  and  one-half  previous  calen- 
der ye 

We  have  improved  this  opportunity  to  clean  up  our  docket.  I  \v:1i 
refer  to  the  number  of  casts  heard  but  not  submitted  :  that  is  those  in 
which  the  Examiners  have  been  sent  thn  mghnut  the  country,  the  tes- 
timony taken, -briefs  are  being  prepared,  and  which  arc  now  readv 
for  argument.  Starting  with  the  beginning  of  the  year  1916,  with 
approximately  87,  we  find  a  general  increase  until  at  the  present  time 
there  are  abort  220  ea<es  of  the  description  pending  before  the  Com- 
mi^inn  ready  to  get  onto  the  argument  calendar;  a  far  greater  num- 
ber than  at  any  time  (luring  the  preceding  four  ye. 
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I  take  some  degree  of  pride  in  showing  the  number  of  cases  under 
submission  before  the  Commission  where  the  parties  have  done  their 
part,  and  it  is  incumbent  upon  the  Commission  to  do  its  part.  This 
includes  cases  which  are  held  up  for  one  purpose  or  the  other,  for  re- 
hearing, award  of  reparation  and  the  like.  Starting  in  1916,  business 
was  very  heavy,  running  up  to  as  high  as  825  cases  which  the  Com- 
mission had  under  advisement,  at  one  time.  In  1917  the  number  got 
practically  to  840.  From  that  time  on  there  has  been  a  steady  decline. 
In  the  latter  part  of  1917,  the  Commission  was  enlarged  and  given 
authority  by  Congress  to  divide  for  the  purpose  of  expediting  its  busi- 
ness. The  result  is  that  in  July,  1919,  the  high  water  mark  of  approxi- 
mately 840  cases  under  submission  had  been  reduced  to  259,  (applause) 
and  they  are  not  increasing. 

\Yith  respect  to  the  total  cases  pending  before  the  Commission,  run- 
ning from  the  high  point  in  September,  1916,  of  approximately  1475 
cases,  there  was  a  continuous  drop  as  the  busines  was  cleaned  up,  and 
as  federal  control  came  in,  and  for  a  period  it  appeared  that  the  Coin- 
mission  was  a  moribund  institution  without  any  power.  The  number 
has  been  maintained  practically  at  a  level  for  almost  a  year,  740,  or 
about  50  per  cent  of  the  number  we  started  with  in  1916.  From  that 
time  on,  because  of  the  new  complaints  filed,  that  number  has  been 
increased  until  at  the  present  time  the  task  before  the  Interstate  Com- 
merce Commission  is  to  see  that  this  number  does  not  mount  up  too  fast. 

I  will  indicate  briefly,  some  of  the  cases  which  are  pending  upon 
the  Commission's  docket,  as  showing  the  wide  scope  of  the  rate  inves- 
tigations under  way,  I,  am  not  doing  this  for  the  purpose  merely  of 
emphasizing  the  fact  that  the  commission  is  a  busy  tribunal,  but  in 
order  to  show  you  that  there  is  a  little  moral  to  come  from  this. 

These  cases  include  the  adjustment  of  rates  from  eastern  trunk  line 
territory  to  points  in  the  south  east ;  the  Illinois  classification, — the 
rates  and  regulations  respecting  the  transportation  of  grain  and  grain 
products  from  northwestern  states,  the  nationwide  investigation  as  to 
the  rules  and  regulations  and  charges  affecting  refrigeration  on  traffic 
moving  to  and  from  practically  all  points  in  the  United  States; 
the  Memphis  Southwestern  investigation,  which  concerns  the  rates 
from  Memphis  to  the  southwest  generally,  and  involves  intrastate  rates 
as  well ;  the  gradation  of  rates  to  the  intermountain  states  from 
all  eastern  defined  territory  as  compared  with  the  Pacific  Coast; 
the  question  of  discrimination  in  favor  of  the  packers  as  against 
the  wholesale  grocers  in  the  facilities  afforded  for  the  distribution 
of  wholesale  groceries  in  refrigerator  cars,  and  the  rates  on 
such  traffic :  the  possible  disruption  of  the  adjustment  -east  of  the 
Mississippi  River  and  south  of  the  Ohio,  involved  in  the  Jackson  and 
Meridian  cases,  wherein  the  fourth  section  relief  heretofore  granted 
the  east  side  lines  is  in  question;  the  whole  matter  of  allowances  by 
trunk  lines  to  the  industrial  railways  which  are  delivering  and  origin- 
ating traffic  at  industries  which  own  any  part  or  altogether  such  in- 
dustrial railways ;  the  far-reaching  and  important  principle  with 
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respect  to  the  application  of  the  cost  of  service  to  the  rate,  raised  by 
attack  on  the  class  and  certain  commodity  rates  from  points  in  the 
inland  empire  to  Portland,  Oregon ;  a  general  complaint  against  rates 
on  brick  of  all  railroads  in  the  United  States;  the  rates  from  the  Vir- 
ginia cities  to  points  in  North  Carolina,  and  the  rates  from  Atlanta  to 
Carolina  points  and  the  Virginia  cities,  and  from  the  eastern  portion 
of  official  classification  territory  on  the  one  hand,  and  points  in  the 
state  of  North  Carolina  on  the  other. 

These  are  some  of  the  cases.  There  are  others  which  are  of  great  im- 
portance, but  to  attempt  to  enumerate  them  would  be  tiresome.  If 
rumors  are  true,  this  is  but  a  beginning  of  the -matters  which  will  be 
brought  to  the  Commission  for  adjustment,  following  the  period  of 
Federal  control. 

Rut  matters  such  as  this  do  not  cover  the  activities  of  the  Commission. 
It  has  important  duties  oka  different  character  cast  upon  it  by  Congress. 
For  instance,  the  whole  subject  of  railway  mail  pay,  which  was  a  hot 
potato  in  Congress  for  years,  has  been  handed  to  the  Commission  and 
we  now  have  the  duty  of  determining  the  1>;i-e>  and  the  amount  of 
compensation  of  the  carriers  in  carrying  the  United  States  mail-.  I 
do  net  know  that  any  one  knows  the  precise  sum  in  dispute  annually. 
It  is  approximately  from  $35,000,000  to  $45,000.000. 

The  Commission  is  required  unler  the  Federal  Control  Act  to  certify 
to  the  President  the  standard  return  of  each  of  the  hundreds  of  railroads 
taken  over  by  the  Government.  This  is  the  maximum  amount  for  the 
contract  of  which  the  Director  General  spoke.  In  order  to  get  thi 
have  been  required  to  make  a  pains-taking  check  of  the  computations 
of  our  statistical  department,  compare  them  with  those  of  the  carriers, 
and  <uW<|wntly  examine  the  carried*  hooks  through  our  field  ac- 
counting forces,  and  subsequently  reconcile  the  mmv  -conn ting 
exceptions  which  must  arise,  and  finally  certify  to  the  correct  amount. 
Those  are  by  no  means  simple  or  perfunctory  determinations, 

If  the  carriers  are  to  be  returned  to  priva'e  control  under  the  condi- 
tion that  the  standard  return  is  to  be  guaranteed  for  M.rue  definite 
period  of  time,  or  until  the  rates  are  ad  juste*  1  as  provided  in  the  pending 
Cummins  Kill,  necr^arily  the  C«  »mmi<->i<  m  will  he  required  to  continue 
this  form  of  certification. 

Under  these  contracts  which  have  been  entered  into  between  the 
Director  C.mernl  in  the  name  of  the  President,  and  the  railroads,  the 
Commission  is  named  as  the  arbitrator  «»r  \\hat 

:it    the  extraordinary   expenditures   incurred    during    the    period    of 
-al   control   shall   be   spread    over   subsequent    vears.      This  contract 
also  provides  that  where  dispute-  arises  M  to  whether  anv  of  tl 
ants  or   provisions   are  being  or   have   been    observed,    the    Commi- 
shall   decide     the  coir 

The  amount  of  such  matters  which  will  be  brought  to  the  Comnr 
is    necessarily   problematical:   but    if   current    report    is    to    In-   credited. 
huiv  r  or  less  im|x»rtancr.  will  be  referred 

to  the  Commission  for  adjustment. 
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Under  the  Federal  Control  Act,  the  Commission  is  empowered  to  ap- 
point boards  of  referees  to  determine  just  compensation.  Under  this 
authority,  several  boards  of  referees  have  been  appointed  from  the 
personnel  and  official  force  of  the  Commission,  and  certain  additional 
ones  are  now  pending. 

The  responsibilities  of  the  Commission  with  respect  to  matters  of 
accounting  will  require  it  to  give  advice  and  counsel  with  respect  to  the 
process  of  accounting  that  is  to  be  followed  in  the  return  of  the  car- 
riers' property  to  private  control,  and  to  see  that  the  accounting  regula- 
tions are  observed  by  the  carriers. 

One  of  the  most  important  subjects  pending  before  the  Commission, 
of  exteremly  far  reaching  importance,  and  one  which  concerns  intim- 
ately every  community,  is  with  respect  to  the  necessity  and  amount  of  a 
depreciation  annuity  which  must  be  charged  against  the  operating  ex- 
penses by  the  rail  carriers.  For  a  number  of  years  a  requirement  for 
taking  depreciation  into  account  with  respect  to  equipment  has  been 
carried  in  the  Commission's  uniform  classification  of  accounts,  but 
it  is  apparent  that  this  treatment  of  the  subject  has  been  inadequate, 
and  a  thorough  and  far-reaching  investigation,  which  is  now  under  way, 
must  be  had  to  settle  these  important  principles. 

The  necessity  for  the  depreciation  annuities  in  the  case  of  a  property 
capable  of  indefinite  replacement  such  as  a  railroad,  what  property 
depreciates,  and  at  what  rate,  what  basis  shall  be  employed,  straight 
line  or  sinking  fund,  to  what  extent  shall  sums  be  written  off  to  in- 
vestment account  because  of  the  accumulation  of  sums  in  the  depre- 
ciation reserve,  and  many  other  important  principles  must  be  settled 
and  disposed  of. 

All  of  the  proposals  for  legislation  before  Congress  have  emphasized 
the  necessity  for  the  completion  of  the  valuation  work  of  the  Commis- 
sion at  the  earliest  moment.  I  am  happy  to  say  that  in  our  budget 
which  has  been  submitted  for  the  coming  year,  a  reduction  of  $1,000,000 
in  the  amount  of  the  estimate  is  carried  over  that  for  the  previous  year, 
and  that  year  in  turn  showed  a  substantial  reduction  over  the  preceding 
year. 

Certain  of  the  important  principles  are  now  before  the  Supreme 
Court  for  decision.  The  principles  applicable  for  the  determination  of 
the  basic  physical  facts,  which  merely  start  the  determination  of  the 
value,  are  now  well  settled  so  far  as  action  by  the  Commission  is  neces- 
sary to  settle  them;  and  the  field  work  is  well  along.  For  illustration, 
in  the  Southern  district,  which  comprises  one-fifth  of  the  railroad  mile- 
age of  the  country,  the  field  engineering  parties  have  recently  been 
disbande^l. 

Important  questions  other  than  those  raised  and  disposed  of  by  the 
Commission,  are  with  respect  to  what  sum  shall  be  deduced  from  the 
basic  information  as  constituting  the  value  for  rate  making-  purposes. 
Necessarily  the  determination  of  this  question  as  to  the  first  few  car- 
riers will  practically  be  of  far  reaching  importance  and  apply  to  a 
considerable  extent  in  the  case  of  all  others. 
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So  far,  the  appraisal  has  been  carried  along  lines  leading  up  to  the 
ascertainment  of  value  for  rate  making  purposes.  If  certain  proposals 
for  legislation  now  before  Congress  are  enacted,  the  Commission  must 
devise  a  means  for  the  ascertainment  of  value  for  capitalization,  merger 
and  consolidation,  and  possibly  for  condemnation  purposes. 

The  moral  of  all  this  I  leave  to  you  to  draw.  It  must  be  obvious  that 
this  is  no  time  for  experimentation.  It  must  be  apparent  that  any 
attempt,  following  the  resumption  of  private  control  and  operation,  to 
secure  either  from  the  state  Commissions  or  the  Interstate  Commerce 
Commission,  upon  short  notice,  a  comprehensive  and  satisfactory  re- 
examination  and  re-adjustment  of  the  rate  structure  of  the  country  will 
be  attended  with  great  difficulties.  It  must  likewise  be  apparent  that 
any  adminstration,  if  this  work  is  to  be  carried  on  successfully,  must 
be  left  largely  to  local  initiative.  It  seems  inevitable  that  with  the 
conclusion  of  federal  control,  it  will  be  desirable  to  protect  against  the 
possibility  of  rate  cutting,  especially  in  view  of  the  vastly  increased 
operating  costs ;  and  in  carrying  out  this  idea,  some  restraint  will  doubt- 
less need  to  be  exercised  both  by  shippers  in  anticipating  sharp  rate 
re-adjustments  and  by  traffic  officers  who  may  be  zealous  for  business, 
in  putting  them  in.  If  a  plan  somewhat  similar  to  the  present  district 
committee  plan  is  adopted,  whereby  experienced  men  are  selected  for 
each  traffic  district,  with  suitable  representation  of  the  shipping  public, 
such  committee  representing  the  general  public  view,  and  appointed  by 
a  responsible  public  authority,  it  seems  obvious  that  a  requirement  to 
secure  the  endorsement  of  such  a  committee  will  have  a  salutary. 
steadying  effect. 

The  period  following  federal  control  will  be  a  time  when  all  \\ho 
have  to  do  with  transportation  will  be  called  upon  to  act  with  cir- 
cumspection ;  and  in  the  general  interest,  restraint,  order  and  hard  labor 
must  mark  the  activities  of  all  concerned.  •  The  old  monks  had  a  motto, 
"To  labor  is  to  pray."  (Prolonged  applause). 

Toastmaster  COFFIN  :  It  will  be  entirely  unnecessary  for  me  to  in- 
dulge in  any  remarks  with  reference  to  the  value  and  instructiveness  of 
the  paper  to  which  we  have  just  listened. 

I  am  quite  willing  to  make  another  confession,  that  after  the  Chair- 
nnii  pot  to  the  point  where  he  was  discussing  and  announcing  the  c 
before  him.  and  the  questions  being  investigated,  I  looked  and  thought 
and  wished  and  hoped  that  I  just  might  without  violating  any  of  the 
proprieties  at  all.  seize  the  opportunity  of  saying  lust  a  word  about  a 
or  a  question,  or  possibly  it  is  not  cither  at  all.  that  some  of  us  in 
Indiana  are  interested  in.  but  1  could  not  see  the  chance  to  do  it,  and 
BO  I  will  not  mention  it  at  all.  (Laughter  and  applan 

We  have  witne^rd  in  the  last   feu   years  such  a  tremendous  cxten- 

of  federal  authority,  federal  power,  federal  control,  that  many  of 

u-  no  doubt  bavr  -  the  conclusion  thai  if  that  situation  continues 

nnd  the  tendenrv  K  not   in   BOtlM  wav  checked,  tin-  time  will  soon  come 

when  there  will  be  no  states  II.     From  the  discus 
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here  to  night,  however  it  seems  that  there  is  likely  to  be  some  release  of 
this  federal  control.  It  is  possible,  therefore,  that  the  states  may 
again  come  into  their  own. 

It  is  quite  fitting,  therefore,  that  on  this  occassion,  as  a  part  of  the 
program  of  the  evening,  we  should  have  the  theme  presented  of  'The 
State  Commissions,"  and  it  is  my  pleasure  to  introduce  the  Hon. 
Charles  E.  Elmquist,  President  of  the  National  Association  of  Railw.y 
and  Utilities  Commissioners,  who  will  speak  upon  that  subject. 
(Applause.) 


THE   STATE   COMMISSIONS 

Address    by    Hon.  Charles    E.  Elmquist,  Pres.,  National  Association 
of  Railway  and   Utilities  Commissioners 

Mr.  T.oastmaster,  honored  guests,  ladies  and  gentlemen,  and  fellows 
in  trouble:  (Laughter  and  applause.)  It  is  indeed  a  rare  privilege 
for  one  who  represents  the  states,  and  who  lives  close  to  the  people, 
to  address  this  audience  tonight,  after  we  have  listened  to  the  very 
fitting  and  eloquent  remarks  of  the  Director  General  who  operates  the 
railroads,  and  the  Chairman  of  the  Interstate  Commerce  Commission, 
who  lives  in  Washington.  (Laughter.) 

In  that  capacity  I  must  confess  that  it  gives  me  great  pleasure  to 
realize  that  the  Toastmaster  of  this  Convention  indicates,  at  least 
through  his  name,  a  prophesy, — that  is  the  return,  the  silent,  quiet 
return  of  the  railroads  to  private  operation.  (Renewed  laughter.) 
When  that  time  comes  I  am  sure  that  the  American  people  will  enjoy 
a  very  jolly  wake.  (Applause.) 

I  have  listened  to  arguments  the  last  two  years,  in  Washington,  by 
those  in  federal  authority,  favoring  the  permanent  control  of  the 
railroads ;  favoring  the  extension  of  control  for  five  years,  and  every- 
body knew  that  that  meant  government  ownership  and  operation ; 
favoring  the  control  in  a  more  modified  form  for  two  or  three  years, 
which  would  simply  have  bridged  over  the  opportunity  for  those  who 
wished  permanently  to  control  the  railroads;  but  finally  we  realized 
that  those  in  authority  had  become  impressed  with  the  insistence  of 
the  American  people,  that  the  great  transportation  agencies  of  the 
country  shall  come  back  to  their  owners  (applause),  thus  fulfilling  a 
solemn  moral  obligation  upon  the  part  of  the  government ;  and  tonight 
we  are  advised  by  the  Director  General  that  they  will  be  back  practically 
on  the  1st  of  January  next. 

Our  Association  came  to  Indianapolis  with  some  misgivings.  For 
years  and  years  we  have  met  in  Washington,  the  seat  of  authority. 
There  are  the  records.  There  we  have  the  Congress.  There  we  have  the 
Interstate  Commerce  Coommissioners  to  talk  to,  and  it  is  a  very  con- 
venient meeting  place.  We  feared  that  if  we  came  to  Indianapolis  the 
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deliberations  of  our  convention  might  be  interrupted  by  banquets  or 
something  of  that  kind.  • 

\\  e  have  been  most  agreeably  surprised.  Our  convention  met 
yesterday  morning  at  10  o'clock,  and  did  not  adjourn  until  last  night 
at  1 1  :30 ;  they  have  J)een  in  session  all  day  today,  deliberating  upon 
solemn  and  serious  problems ;  and  they  are  here  tonight  considering 
with  you  some  of  the  most  important  problems  of  the  country.  We  are 
not  having  a  joy  feast  in  Indianapolis,  but  we  are  trying,  in  a  straight- 
forward, manly  and  honorable  way,  to  consider  the  big  problems  of 
the  country  and  reach  some  solution  which  will  be  helpful  to  the 
people  as  well  as  to  the  corporations  which  serve  them. 

I  presume  from  what  you  gentlemen  have  heard,  that  you  really 
expected  to  find  the  state  commissioners  had  horns,  and  that  they  were 
doing  all  they  could  to  attempt  to  wreck  the  great  properties  of  the 
country.  I  observe,  however,  that  these  gentlemen  gathered  from  all 
of  the  states  of  the  Union,  are  sitting  quietly  and  serenely,  and  happily, 
side  by  side  with  the  business  men  of  Indianapolis,  and  there  has  not 
been  any  rough  house  at  all.  (Laughter.) 

Some  reference  has  been  made  to  an  Indiana-Illinois  situation.  When 
the  Federal  Control  Bill  was  under  consideration,  some  subtle  mind 
conceived  the  idea  that  Section  8  should  be  a  part  of  that  law.  Section 
8,  you  will  recall,  authorizes  the  Director  General  to  call  upon  the 
services  of  the  Interstate  Commerce  Commission  for  advice  and 
counsel.  When  that  suggestion  was  made  to  Congress  none  of  us 
realized  just  what  it  was  made  for,  or  how  the  services  of  the  Inter- 
state Commerce  Commission  would  be  utilized.  Now,  it  is  just  as  plain 
as  daylight.  The  Railroad  Administration  has  been  running  the  railroads 
under  very  difficult  times  and  conditions.  Serious  questions  affecting 
rates,  relationships,  discriminations  and  things  of  that  kind  have  been 
presented.  Many  of  them,  of  course,  have  been  settled, — I  am  not 
going  to  admit  to  Mr.  Hines  that  they  have  all  been  settled  to  the 
satisfaction  of  the  American  people,  because  that  would  not  be  telling 
the  truth, — but  when  they  got  a  real  hot  potato,  so  hot  that  they  did 
not  dare  to  finish  the  job,  then  they  would  turn  it  over  to  the  Interstate 
Commerce  Commission  for  advice  and  counsel  (laughter)  ;  and  I  confess 
that  perhaps  the  author  of  Section  8  knew  something  about  the 
Indiana-Illinois  classification  controversy  when  that  section  was  made 
a  part  of  the  law.  (Renewed  laughter.) 

Mr.  Director  General.  M.methin^  has  been  said  about  a  car  shortage. 

Permit  me  to  Mate  t<»  this  audience  that  with  respect  to  that  subject  the 

commissions  of  this  country,  with  rarely  an  exception,  have  done 

all  in  their  pnwer  to  ur^e  the  shippers  of  the  country  to  load  their 

heavily,  to  load  and  unload  them  promptly,  and  to  do  everything  they 

COUld  to   conserve   the   equipment    of    the   country.      They   have    i-ued 

circu'ars.  they  have  inserted  publications  in  the  newspapers,  they  liave 

tefl   into  prrsnnal   touch    with   the   shipper-,   and    they   have   done   all 

rhev    could    in   this    car  v    to    help    the    Railroad 

Administration  and  the  shippers  of  the  country.     (Applav 
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Some  comment  has  been  made  about  the  wage  situation,  and  we  are 
indeed  living  in  a  very  perilous  day.  In  July  there  were  354  strikes. 
Today,  in  Xew  York  City,  over  300,000  people  are  on  a  strike,  according 
to  an  editorial  appearing  in  one  of  your  local  newspapers  here.  Strikes 
over  the  country  seem  to  be  as  common  as  the  "flu/'  and  more  fatal. 
Everybody  is  doing  it. 

The  demand  is  for  greater  wage  and  shorter  hours,  and  unfortunately 
it  results  in  less  production  in  this  period.  It  seems  to  me,  gentlemen, 
that  the  business  men,  the  laboring  men,  the  public  service  commissions, 
and  the  Director  General,  should  do  everything  in  their  power  to 
encourage  work,  to  encourage  production,  and  thus  relieve  the  extreme 
tension  that  now  exists  in  this  country.  (Applause.) 

I  was  in  Philadelphia  a  little  while  ago.  They,  I  presume,  have  had 
one  of  the  most  interesting  experiences  in  labor  matters  that  has 
appeared  in  this  country.  In  1910  the  great  street  car  system  there 
was  bankrupt,  and  the  financiers  refused  to  extend  credit.  The 
properties  were  taken  over  by  a  banking  syndicate.  They  brought  in  a 
very  eminent  and  successful  railroad  manager  to  operate  those 
properties.  As  a  result,  they  have  worked  out  in  that  plant  a  cooperative 
system  whereby  the  employes  select,  by  the  Australion  ballot  system, 
their  own  representatives;  the  corporation  selects  a  similar  number  of 
representatives.  In  every  branch  of  their  work  you  will  have  two 
representatives  upon  each  side,  and  they  meet  and  discuss  and  try  to 
decide  most  of  the  questions  that  arise  over  hours  of  service,  working 
conditions  and  wages.  Appeals  may  be  taken  from  those  minor 
branches  up  to  the  general  council,  which  consists  of  64  representatives 
of  each  side  of  the  question,  selected  in  that  way,  and  at  that  general 
council  the  questions  that  have  been  discussed  in  the  lower  tribunals 
may  be  presented  and  discussed  fully,  and  any  new  matter  may  be  taken 
up.  In  that  meeting  everything  is  discussed  frankly  and  fully,  tran- 
scripts are  taken  of  the  proceedings  and  a  permanent  record  thereof 
is  made.  The  vote  is  by  secret  ballot  there  also. 

What  has  been  the  result  of  that  cooperation?  Let  me  give  it  to  you 
in  just  one  minute;  in  1918  that  railroad  company  had  increased  wages 
128  per  cent  since  1910.  It  was  also  giving  better  service.  The 
property  was  well  maintained  and  well  kept.  The  fixed  charges  had 
been  paid.  Dividends  of  5^  per  cent  upon  the  capital  stock  were 
regularly  paid  for  the  last  two  and  a  half  years,  I  believe.  They  had 
increased  the  riding  habit  100  per  cent  and  they  had  increased  the  gross 
earnings  from  $19,000,000  to  $34,000,000,  and  they  did  the  whole 
thing  on  a  five  cent  fare. 

I  attended  a  picnic  and  a  meeting  at  night,  wherein  these  representa- 
tives of  labor  and  capital  were  gathered  together  at  the  same  table,  as 
you  are  sitting  here  tonight,  and  I  heard  these  representatives  of  labor 
express  their  opinion  as  to  the  efficiency  of  that  system  of  operation. 
It  was  the  most  amazing  thing  of  my  life  to  hear  how  glowingly  they 
spoke  of  the  efforts  which  had  been  made  by  the  corporation  to  give 
labor  a  chance  to  discuss  things  with  the  representatives  of  capital. 
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The  managers  of  that  concern  told  me  that  under  that  plan  of  coopera- 
tion they  will  be  able  to  meet  all  of  these  higher  charges  on  the  regular 
five  cent  fare,  and  pay  any  wage  that  any  street  car  company  in  the 
United  States  is  forced  to  pay. 

I  am  simply  setting  that  out  without  submitting  any  conclusion,  but 
for  your  consideration,  gentlemen,  in  this  most  critical  period  in  our 
country's  history. 

The  enrollment  of  a  huge  army  of  4,500,000  soldiers  within  two 
years,  and  the  transportation  of  two  million  men  across  the  seas, 
abounding  with  detructive  mines  and  submarines,  without  the  loss  of 
a  single  ship,  and  supplying  the  men  with  food,  raiment  and  war 
equipment  is  one  of  the  great  achievements  in  the  world's  history. 
But,  the  enterprise  and  genius  and  intrepidity  of  America  in  war  is 
equalled,  if  not  surpassed,  by  the  wonderful  progress  which  has  been 
made  by  our  transportation,  telegraph,  telephone,  electric  and  gas 
systems.  In  this  field  of  endeavor,  America  acknowledges  no  fear  and 
proudly  proclaims  her  mastery  of  the  world.  This  really  marvelous 
development  of  these  enterprises  and  particularly  of  the  railroads,  has 
been  made  possible  through  the  bountiful  generosity  of  our  people  and 
the  liberality  of  our  laws.  It  is  said  that  one-twelfth  of  our  public 
domain  has  been  donated  to  encourage  railroad  building,  and  hundrebs 
of  millions  in  money  have  been  contributed  to  them  by  states,  cities, 
counties  and  individuals.  No  demand  was  refused  and  no  sacrifice  too 
great  so  long  as  the  arteries  of  commerce  were  created  to  supply  the 
people's  needs.  They  were  permitted  to  occupy  our  streets,  and  high- 
ways without  price,  and  to  condemn  our  homes,  farms,  and  most  sacred 
property  for  public  use.  For  our  liberality,  we  only  expected  adequate 
service  at  just  and  reasonable  rates  and  fair  dealing  between  men  and 
between  communities.  That  was  our  right. 

With  very  few  exceptions,  our  public  service  corporations  were  born 
of  sovereign  states  and  now  many  of  them  are  seeking  to  repudiate 
the  mother  which  gave  them  birth.  Strong,  mature,  masterful,  they 
wish  to  break  away  from  mother's  apron  strings,  and  roam  abon 
sons  of  the  nation,  fondly  expecting  that  discipline  will  be  tempered 
with  mercy,  and  that  the  parent  of  their  adoption  will  prevent  mother 
from  imposing  any  restrictions  upon  their  conduct. 

If  I  may  be  pardoned  for  using  tin-  railroad  slogan,  the  railroads 
are  playing  the  game  of  "safety  first"  or.  in  the  language  of  the  sporting 
urchin,  "I  lead-  I  win.  and  tails,  you  lose."  (Laughter.)  During  the 
first  few  decades,  these  corporations  were  as  carefree  as  the  Western 
cow-boy.  Ever)r  attempt  to  restrain  their  conduct  v^s  regarded  as  an 
outrage.  Seeking  to  prevent  regulation,  they  threatened  the  abandoment 
of  service,  cajoled  and  bribed  public  officers,  and  sought  refuge  in 
courts,  which  they  tried  to  control.  Everv  attempt  made  by  state  or 
nation  to  control  or  n-gulate  them  or  to  abridge  their  power  was  fought 
through  to  the  highr-t  court-.  They  fought  a  losing  fight;  they  I 
admit  that  the  struggle  has  narrowed  down  to  the  issue  of  strict 
regulation  or  public  owner-hip  and  operation.  This  concession  is  made 
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by  them  after  forty  years  of  ceaseless,  wearing  and  excessive  struggle. 
Victory  for  public  regulation  being  complete,  and  secure,  the  railroads 
are  now  trying  to  shape  it  "along  the  lines  of  least  resistance."  They 
wish,  in  large  measure,  to  transfer  to  the  national  government  the 
powers,  duties  and  responsibilities  which  have  heretofore  bqen  exercised 
by  the  states.  This  is  entirely  consistent  with  their  former  practice. 

When  Congress  undertook  to  give  the  Interstate  Commerce  Commis- 
sion the  rate-making  power,  the  railroads  organized  a  stupendous 
propaganda  throughout  the  country  for  the  purpose  of  defeating  this 
necessary  legislation.  At  that  time,  they  argued  that  they  were 
sufficiently  regulated  by  the  states,  and  that  the  control  of  their 
interstate  rates  by  the  Interstate  Commerce  Commission  would  result 
in  serious  embarrassment  to  their  operation,  their  credit  and  their 
success.  In  spite  of  their  opposition,  Congress  assumed  the  rate-making 
power,  and  since  that  date  the  railroads  have  enjoyed  their  greatest 
prosperity.  They  have  succeeded  in  spite  of  themselves. 

Financial  mismanagement,  the  wreckage  of  splendid  properties,  and 
repeated  imprecations  against  regulating  officials,  and  others,  and  the 
constant  reiteration  of  the  statement  that  the  railroads  are  facing 
receiverships,  has  failed  to  destroy  either  the  usefulness  or  the  develop- 
ment of  our  transportation  system.  How  much  better  it  would  be  if 
railroad  managers  were  to  embrace  the  American  atmosphere  of 
optimism  and  speak  well  of  their  properties. 

During  the  past  few  years,  and  especially  since  the  period  of  federal 
control,  the  railroads  have  boldly  asserted  that  the  time  has  come  to 
secure  federal  charters  for  these  properties  and  to  centralize  in  the 
federal  government  practically  all  of  the  powers  which  have  heretofore 
been  exercised  by  the  states.  There  is  a  reason  for  this.  They  desire 
the  least  regulation  possible.  Regulation  has  had  unusual  progress  in 
this  country.  Forty-seven  states  have  created  commissions,  either 
elective  or  appointive,  for  the  purpose  of  regulating  the  rates,  service 
and  accounting  of  public  service  corporations.  These  commissions 
are  provided  with  ample  funds  and  adequate  expert  working  forces. 
Regulation  has  passed  through  the  experimental  stage  and  has  now 
become  a  science.  When  the  states  were  weak  and  regulation  ineffective 
the  railroads  preferred  to  leave  the  power  with  them.  As  they  became 
strong  and  effective,  the  railroads  chose  to  transfer  the  whole  power 
to  the  federal  government.  Hence  we  are,  at  present  concerned  with 
the  issue  of  state's  rights. 

It  has  been  particularly  pleasing  to  me  and  to  all  of  my  associates 
to-night  to  learn  from  the  lips  of  the  Director  General  that  he  believes 
we  must  have  the  dual  form  of  regulation,  and  that  it  is  impossible  to 
sufficiently  and  adequately  regulate  the  transportation  system  from 
Washington.  He  has  had  two  years  as  a  public  officer,  and  he  now 
speaks  by  the  card. 

As  we  regard  it,  this  issue  of  state's  rights  has  nothing  to  do  with 
the  civil  war.  In  our  opinion,  state's  rights  simply  means  that  the 
local  government  shall  exercise  the  power  over  public  corporations 
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which  was  expressly  retained  by  them  when  the  constitution  was 
adopted.  The  constitution  reserves  to  the  states  the  control  of  those 
matters  which  affect  the  morals,  health,  comfort,  welfare  and  safety 
of  the  people. 

Let  us  apply  this  theory  of  local  regulation  to  a  few  cases  and  find 
out  whether  it  is  wise  public  policy  to  transfer  that  power  to  Washington 
I  have  the  greatest  respect  in  the  world  for  my  good  friend  Commis- 
sioner Aitchison  and  for  all  of  his  associates  upon  the  Interstate 
Commerce  Commission.  I  know  that  they  intend  to  act  wisely  and 
justly  and  to  give  to  the  people  the  full  measure  of  regulation  which 
their  ability  and  which  the  law  under  which  they  must  serve  permits 
them  to  give ;  but  I  know  and  you  know  that  there  are  a  tremendous 
number  of  local  questions  that  would  simply  be  lost  sight  of  if  it  was 
found  necessary  to  go  to  Washington  for  their  regulation. 

Take  the  simple  question  of  station  facilities.  Would  any  one  think 
of  going  to  Washington  to  ask  for  the  improvement  of  a  station  or 
the  erection  of  a  new  building  to  serve  the  public?  Would  you  think 
it  wise  or  prudent  to  go  to  Washington  to  ask  for  the  building  of  a 
stock  yards  to  take  care  of  the  live  stock  which  people  bring  into  the 
station  for  shipment? 

Would  you  think  it  wise  or  prudent  or  expeditious  to  go  to 
Washington  to  ask  for  the  elimination  of  a  grade  crossing  or  for  the 
installation  of  a  safety  device  to  protect  the  lives  of  your  children 
and  of  your  people?  Would  you  go  to  Washington  to  ask  some  one 
to  come  back  to  Indianapolis  or  Indiana  to  improve  the  condition  of 
your  track  or  of  your  culverts  or  of  your  bridges?  Would  you  expect 
the  authorities  in  Washington  to  come  down  here  promptly  to  install 
an  interlocking  system  or  sonic  blocking  system  which  make?  the 
operation  of  your  railroad  safer  for  the  public  and  for  the  men  who 
serve  upon  those  roads? 

Those  are  but  illustrative  of  local  regulation.  Those  are  illustrations 
of  the  multitude  of  questions  that  are  insistently  pressing  for  solution 
before  the  state  commissions  of  the  country.  Those  questions  must 
be  determined,  my  friends,  by  people  upon  the  ground  who  can  examine 
the  premises  listen  to  witnesses  and  determine  the  question  after  it 
has  been  fully  presented  upon  both  sides,  and  then  make  an  order 
which  will  result  in  the  expeditious  enforcement  of  the  order. 

I  could  enumerate  those  illustrations  for  a  long  while.     Let  me  r 

you  another  one  which  means  a  preat  deal,  and  now  I  must  quote  an 

••Hence.     A  few  years  airo  in   Minnesota  there  was  a   switchmen's 

strike    and    about    sixteen    allied    ordain/at  ions    went    out    with    them. 

Traffic  was  blocked;  cars  did  not  move.     It  was  winter,  a  cold,  cold 

bitter  winter  in  the  northwest,  and  there  was  dan;  <>ple  freezing 

to  death.     Immediately  there  was  a  dam-  I'nder  the  law 

of  our  state  the  railroads   were  obliged   to   <Mve   just  and    reasonable 

and  of  course  that  is  always  a  question  of  fact.     As  the  strike 

.'.    more  tense  the  repn-M-ntal  •  ihnr  on  one  side  made  re 

'lions  in  the  public  press,  and  the  representatives  of  the  railroads, 
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upon  the  other  side,  made  representations  in  the  public  press.  Nobody 
knew  who  was  telling  the  truth,  but  the  public  knew  that  it  was  not 
getting  service.  Hundreds  and  hundreds  of  shippers,  cities  and 
communities  appealed  to  our  Commission  for  relief. 

'We  sent  our  experts  out  in  the  field.  They  went  to  the  different 
industries  and  found  out  precisely  what  the  condition  was  tlu-iv. 
how  many  cars  they  had  ordered,  how  many  cars  they  had  received, 
how  many  had  been  shipped  and  what  their  demands  were.  They  got 
in  touch  with  the  movement  of  the  traffic  through  the  large  terminals 
of  our  city.  They  knew  what  the  operating  traffic  conditions  were. 
The  hospitals  called  for  coal  and  for  food.  Cities  had  to  have  fuel  to 
keep  their  electric  light  plants  working  and  their  heating  plants  going. 
\Ye  would  call  up  the  railroad  company  and  ask  them  to  attach  a  car 
on  a  passenger  train  or  to  a  lone  engine.  We  told  them  of  the  situation 
of  industries  that  had  to  have  service.  In  every  single  case  that  we 
brought  to  their  attention  we  were  delighted  to  find  real  cooperation 
and  every  complaint  that  was  brought  to  their  attention  was  satisfied 
promptly  by  the  railroad  company. 

That,  gentlemen,  was  local  service.  That  was  service  that  meant 
something  to  the  shippers  and  communities  in  that  state.  That  was 
service  that  meant  the  protection  of  the  life  and  the  health  of  the 
people  of  the  northwest,  and  it  took  a  local  commission  on  the  ground, 
familiar  with  the  facts,  and  with  the  power  to  order  the  performance 
of  that  service. 

So  I  say,  you  have  need  to  have  local  regulation,  you  have  need  to 
have  local  commissions  either  elected  or  appointed,  which  are  surrounded 
by  capable  men  who  can  determine  all  these  questions  of  service,  of 
accounting,  of  rates,  and  thus  give  to  the  people  the  service  which 
they  must  have. 

I  believe  in  the  great  emergency,  and  in  fact,  I  know  in  that  great 
emergency  the  railroads  were  doing  everything  they  could  to  move 
traffic  and  help  out  the  shippers,  but  the  complaints  were  so  many 
that  the  traffic  officials  and  operating  officials  were  simply  overwhelmed 
with  demands ;  and  when  the  State  Commission  selected  from  the 
great  number  of  complaints  those  that  were  absolutely  emergency 
complaints,  the  railroads  very  quickly  moved  that  traffic. 

And,  gentlemen,  you  have  one  of  the  most  striking  evidences  of 
the  efficiency  of  local  regulation  in  your  own  state.  I  have  been 
delighted  to  observe  the  character  of  the  men  whom  you  have  selected 
for  your  Public  Service  Commission.  I  have  been  delighted  to  see 
how  enterprising  and  progressive  they  are.  They  initiate ;  they  do  not 
wait  for  trouble  to  come.  They  find  out  what  the  people  of  this  state 
really  need.  Their  office  is  splendidly  equipped-,  they  have  the  right 
sort  of  men  surrounding  them,  and  they  are  a  capable  and  competent 
group  of  men.  Indiana  could  not  get  along  without  the  services  of  a 
commission  that  controls  the  rates  of  your  street  car  companies  and 
your  telephone  companies,  and  of  all  other  utilities  and  of  your  railroad 
companies. 
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I  shall  not  tonight  attempt  to  discuss  the  question  of  rates,  gentlemen, 
because  that  is  a  large  problem;  but  I  believe,  and  it  is  my  sincere 
conviction,  that  even  the  question  of  local  rates  between  stations  within 
the  states,  must  be  regulated  by  the  sovereign  states  of  the  union, 
leaving  alone  to  the  Interstate  Commerce  Commission  the  determination 
of  those  questions  which  arise  through  unjust  discriminations  which 
may  exist  between  state  and  interstate  commerce.  (Applause.)  I 
believe,  if  you  will  allow  the  State  and  Interstate  Commerce  Commis- 
sions to  work  together  in  a  healthy  spirit  of  cooperation  in  the  hearing 
and  determination  of  these  rate  questions,  that  99  per  cent  of  the 
grievances  which  these  railroad  companies  so  ingeniously  present  to 
the  American  public  as  monumental  difficulties,  will  disappear,  and  all 
of  us  will  be  much  better  off.  (Renewed  applause.) 

In  conclusion,  my  friends,  I  want  to  pay  my  share  of  respect  to 
\Yalker  D.  Hines,  the  Director  General.  He  took  over  a  most  difficult 
problem.  He  has  had  railroads  which  have  been  mounting  up  continu- 
ously a  deficit  month  after  month,  and  it  must  be  exceedingly  hard  for 
any  man  to  operate  a  property  that  is  steadily  showing  up  on  the  red 
side  of  the  ledger.  It  takes  a  man  of  supreme  courage  to  do  that,  and 
you  can  tell  by  the  way  he  spoke  here  tonight  that  he  has  met  that 
difficulty  as  satisfactorily,  I  believe,  as  any  man  could  have  done. 
(Applause.) 

Now,  in  no  comment  which  I  have  made  this  evening  do  I  want 
Mr.  Hines,  or  anybody  else,  to  believe  that  I  meant  a  reflection  against 
him  or  the  staff  of  men  he  has  had  with  him  during  the  past  year. 
I  was  commenting  on  some  of  the  things  in  the  past. 

My  friends,  I  believe  we  are  entering  upon  more  hopeful  and  a  more 
enlightening  era.  I  believe  that  with  the  firmly  established  regulative 
policy  of  this  country  conceded  by  the  corporations  now  to  exist,  with 
a  more  intelligent  examination  of  their  books  and  of  their  accounts,  a 
more  intelligent  examination  of  their  rate  situations  and  of  their  general 
traffic  conditions,  a  larger  comprehension  upon  the  part  of  the  public 
that  railroads  have  got  to  have  ample  revenues  to  maintain  their 
property  and  to  pay  their  fixed  charges,  we  will  all  find  conditions  in 
the  future  very  much  better  than  they  have  been  in  the  past.  All  we 
need  to  do  and  all  the  corporations  need  to  do  is  to  lay  our  books  and 
their  books  on  the  table  face  up,  discuss  matters  as  they  really  arc. 
disclose  the  trouble  as  it  really  exists,  and  when  the  trouble  is  disclosed 
there  is  not  a  single  state  Commissioner  or  a  single  Interstate  Commerce 
Commissioner  that  will  deny  to  any  corporation  a  just  rate  which  will 
enablr  it  t«>  maintain  its  property,  pay  reasonable  wages  and  all  of  its 
fixed  charges,  and  allow  a  reasonable  return  to  the.  corporation 
Gentlemen.  I  thank  you.  (Prolonged  applause.) 


('MI-TIN:  I  am  sure  that  the  last  speaker  in  his  forcible, 
able  and  clear  address  has  convinced  at  least  two-thirds  of  this  audience 
that  the  MS  have  a  very  large  part  to  play  in  the  regu- 

lation of  railroads. 
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I  am  sorry  to  say  that  I  did  not  hear  all  of  your  speech,  as  clearly 
and  understanding!}-  as  I  should  have  done.  I  regret  to  say  further, 
that  that  was  not  entirely  my  fault.  I  do  not  wish  to  say  anything 
which  might  reflect  updn  any  of  our  guests,  but  there  was  one  gentle- 
man sitting  at  my  left  that  kept  nudging  me  a  little  and  saying,  "  I  want 
you,  if  you  will,  to  recognize  me  again  after  Mr.  Elmquist  is  through." 
(Laughter.)  Not  once  or  twice,  but  for  the  third  time  the  distinguished 
chairman  who  sits  at  my  left  insisted  that  I  recognize  him  as  soon  as 
you  started  to  take  your  seat.  That  took  a  lot  of  my  attention  from 
your  address. 

Now  I  learned  during  a  parliamentary  experience  in  college  that 
a  chairman  can  let  his  audience  get  from  under  his  control  just  about 
as  quickly  by  allowing  a  man  to  speak  twice  before  all  have  spoken  who 
are  on  the  program,  as  in  any  other  way  in  which  he  can  indulge  him, 
but  as  I  say,  I  do  not  like  to  be  ungracious  to  a  guest,  and  therefore  I 
am  going  to  break  over  what  I  know  to  be  a  salutary  parliamentary 
rule  and  recognize  Mr.  Aitchison  as  he  wants  me  to.  (Laughter  and 
applause.) 


PRESENTATION  OF  TOKEN  OF  ESTEEM  TO 
PRESIDENT  CHARLES  E    ELMQUIST 

Mr.  AITCHISON  :  I  am  certain,  Mr.  Toastmaster,  that  Mr.  Elmquist 
entertains  the  idea  I  am  about  to  tie  into  him  vigorously  for  the  infer- 
ence which  might  have  been  left  in  the  minds  of  this  assemblage  by  his 
address,  that  the  Interstate  Commerce  Commission  was  attempting  to 
grab  off  all  of  the  jurisdiction  of  the  state  commissions.  But,  he  knows 
that  is  not  the  case,  and  as  a  matter  of  fact,  I  arise  for  a  totally  differ- 
ent purpose  and  from  a  totally  different  motive. 

I  had  the  privilege  of  speaking  at  a  dinner  in  Washington  two  years 
ago,  at  a  time  when  Mr.  Elmquist  was  there,  and  it  was  my  unpleasant 
duty  as  the  retiring  solicitor  of  the  Committee  on  Valuation  of  the 
National  Association  of  Railway  and  Utilities  Commissioners,  to  tell 
that  organization  of  some  of  the  little  slips  in  moral  obliquity  that  Mr. 
Elmquist  was  making.  One  of  them,  for  instance,  consisted  .in  getting 
into  house  No.  2035  Park  Street  when  he  intended  to  get  into  house 
No.  2025  Park  Street,  late  at  night,  when  the  lady  who  came  downstairs 
said,  "The  Captain  will  be  home  in  a  few  minutes."  (Laughter.) 

The  admonitions  which  I  then  gave  him  'have  borne  fruit.  Mr. 
Elmquist,  doubtless  taking  advantage  of  the  opportunity  which  has 
been  given  him  in  the  way  of  advice  and  precept  to  guide  his  conduct 
by  the  examples  set  before  him  by  the  Railroad  Administration  and  its 
forces  and  the  members  of  the  Interstate  Commerce  Comission  and  its 
forces,  has  lived  an  exemplary  life  from  that  time  on. 

But  now  he  is  going  to  leave  us,  and  it  is  with  a  sense  of  personal 
sorrow  that  I  have  to  say  "Good  Bye"  to  him.  I  trust  that  he  will  be 
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back  with  us  frequently.  I  first  saw  Charlie  Elmquist  at  one  of  these 
gatherings  when  he  came  up  to  me  with  a  smile  on  his  face  and  his 
right  hand  extended  and  open,  and  that  has  been  his  constant  attitude 
towards'  every  man  since  that  time  as  far  as  I  have  known  him.  and 
I  have  known  him  intimately,  except  when  wrong  has  been  done,  and 
then  his  hand  has  been  clinched. 

He  has  been  a  tower  of  strength.  The  character  of  his  work  changed. 
From  being  merely  a  valuation  lawyer  such  as  I  had  been  attempting 
to  be,  he  soon  became  in  these  times  of  trial,  the  ambassador  for  the 
states  to  the  federal  government,  and  well  he  has  performed  that  duty. 
But  now  that  he  is  going  to  leave  us  I  have  been  asked  by  his  asso- 
ciates of  the  states,  who  are  my  former  brothers,  for  I  served  them  ten 
years  as  a  State  Commissioner,  to  say  that  we  wish  him  God  speed  in 
his  new  undertaking. 

'Though  all  the  seas  gang  dry,  my  dear, 
"And  rocks  melt  with  the  sun  ; 
"<  >ur  hearts  will  be  with  thee,  my  dear, 
"While  sands  of  life  have  run." 

Mr.  Elmquist  has  said  a  good  deal  the  last  two  or  three  days,  but 
strangely,  I  happened  to  see  last  year's  convention  proceedings  this 
afternoon,  and  I  found  the  same  remarks  there  (laughter),  about  the 
fact  that  this  was  a  business  organization  which  commenced  at  ten 
o'clock  in  the  morning  and  ran  until  11  :30  o'clock  at  night.  The  Asso- 
ciation has  Ik-en  well  educated  along  regular  lines  in  its  consistent 
habits,  as  you  crm  sec.  Something,  however,  is  wrong  with  that  system 
of  comptation  of  time,  and  in  order  to  correct  it.  Mr.  Elmquist.  your 
iatt-s  have  given  you  something  which  we  trust  will  keep  you  a 
little  bit  better  lined  up. 

i  Mr.  Aitchisnn  handed  President  Elmquist  a  handsome  gold  watch, 
prolonged  applause  following  its  presentation.) 

President  ELMQUIST:  Mr.  Chairman,  and  my  good  friends:  This 
is  such  a  surprise  to  me  that  I  cannot  respond  in  lining  terms.  1  will 
wear  this  with  great  pleasure  and  with  the  wannest  feelings  of  the 
cordial  friendship  I  have  had  with  all  of  you. 

I  have  enjoyed  over  twenty  years  of  public  life.     I  have  never  >een 
anyone  yet    who   gained   anything  permanently    in    compromising    with 
wrong.     If  there  is  anything  that  will  preserve  our  rrpnhhV  i:   is  strict^ 
integrity  and  absolute  Steadfastness  of  purpose  in  all  public  affairs. 
plause.) 


In  my  association  with  these  Commissioners  gathered  from  all  s 

»untrv.    1   have    found  always  the   same   high   minded   pun 
They  are  the  kind  of  men  that  the  public  can  fcTUSt,  the  kind  of  mm  who 
will   not   abtlM  their  trust,   the  kind   of   men    that    will   he   fair  and   jusf 
and   reasonable  to  the  corporations  which   they   SCT 

Friends,  this  is  our  country:  my  country,  the  country  where  I  was 
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born.  My  country,  the  place  where  as  a  boy  I  played  up  and  down  the 
hills  and  valleys  of  St.  Croix  Falls,  Wisconsin,  and  was  happy  all  the 
days  of  my  life. 

My  country !  The  place  which  gave  to  me,  the  son  of  a  poor,  Swed- 
ish immigrant,  the  same  opportunity  for  learning  and  development  as 
it  gave  to  the  sons  of  the  rich.  My  country,  that  opened  to  me  the  doors 
of  its  schools  and  universities  that  I  might  receive  from  the  masters 
some  mede  of  learning.  My  country,  the  place  where  I  married  the 
girl  of  my  heart's  content,  and  the  place  where  my  little  children  have 
been  born,  and  where  my  little  boy  lies  sleeping  beneath  the  sod.  My 
country,  the  place  to  which  my  father  came  from  Sweden  in  1868  and 
worked  for  two  years  on  the  construction  crew  of  a  railroad  company 
until  he  was  able  to  lay  up  money  enough  to  send  across  for  my  mother, 
my  four  sisters  and  my  brother.  My  country,  the  place  in  which  my 
father  and  mother  and  my  three  sisters  now  lie  sleeping  beneath  the 
sod,  and  the  place  where  they  were  permitted  to  worship  God  according 
to  the  dictates  of  their  own  conscience.  My  country,  the  place  that  has 
permitted  me,  the  son  of  a  poor  Swedish  immigrant,  to  occupy  positions 
of  trust  and  responsibility  in  my  county,  in  my  state  and  in  my  nation, 
has  always  been  entitled  to  my  absolute  fidelity  and  trust.  (Applause.) 

And,  in  the  great  crisis  through  which  we  have  traveled,  you  have 
found  that  the  sons  of  the  immigrants  and  the  immigrants  themselves 
are  those  who  loyally  shouldered  their  rifles  and  marched  out  to  the 
trenches  to  do  their  bit,  and  this  country  with  all  of  its  marvelous 
development,  carrying  the  flag  of  its  civilization  across  the  waters  and 
implanting  its  standard  of  civilization  on  the  blood-run  fields  of  Europe, 
has  been  made  great  and  powerful  and  noble  and  illustrious  because 
in  large  measure  of  the  work  that  has  been  clone  by  the  immigrants 
and  the  sons  of  immigrants  in  this  country.  I  thank  you.  (Prolonged 
applause.) 

Toastmaster  COFFIN  :  I  have  no  regrets  whatever,  gentlemen,  that 
I  broke  the  rules  and  allowed  my  friend  at  my  left  to  »speak  twice. 
(Laughter.)  I  got  out  of  that  embarrassing  position  I  think  tolerably 
well,  but  I  am  now  in  another. 

The  closing  speaker  of  the  evening  is  the  Hon.  Max  Thelen,  Direc- 
tor of  Public  Service  of  the  United  States  Railroad  Administration, 
and  Mr.  Lewis  said  to  me,  "Now  Mr.  Coffin,  Mr.  Thelen  hasn't  any 
theme.  You  are  not  to  assign  him  a  theme  but  you  are  to  advise  him 
that  he  can  have  the  whole  earth  except  that  he  is  not  to  touch  on  the 
subject  of  railroads  at  all.  (Laughter.)  That  was  an  order,  gentle- 
men, from  the  Chairman  of  the  State  Commission  that  I  had  conveyed 
to  one  of  the  federal  authorities,  and  if  there  is  a  new  conflict  between 
the  state  and  federal  authority  I  trust  it  will  at  least  be  bloodless.  Mr. 
Thelen.  (Applause.) 
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ADDRESS    BY    HON.    MAX    THELEN,    DIRECTOR    OF 

PUBLIC   SERVICE,  UNITED   STATES   RAILROAD 

ADMINISTRATION. 

Mr.  Chairman,  and  ladies  and  gentlemen:  The  worthy  toastmaster 
has  very  kindly  saved  me  from  great  embarrassment.  Having  stated, 
as  he  did.  that  I  was  not  to  say  a  word  about  the  railroad  question  it 
relieves  me  from  the  great  embarrassment  of  revealing  to  you  how  little, 
after  all,  I  know  about  it.  (Laughter.)  So  I  am  most  grateful  to 
you,  Mr.  Toastmaster,  for  relieving  me  from  that  embarrassing  position. 

After  all,  gentlemen,  how  can  any  one  at  this  time  of  night,  after 
having  listened  to  these  able  speeches  which  have  preceded  me,  say 
anything  at  all  that  is  new  on  the  railroad  question.  So  I  feel  most 
happy,  indeed,  to  be  permitted  to  speak  about  something  el>e,  but 
what  it  shall  be  I  do  not  know,  because  the  authorities  here  most 
unfeelingly  gave  me  no  warning  until  late  today  that  I  would  be 
called  upon  to  say  anything. 

The  worthy  Chairman  of  the  Interstate  Commerce  Commission  has 
called  me  names  before  on  many  occasions.  I  am  not  at  all  unaccustom- 
ed to  that  sort  of  thing,  and  before  I  became  connected  with  the  Rail- 
road Administration  and  when  I  dared  to  do  so  and  not  get  the  entire 
Administration  into  difficulties,  I  also  called  him  names;  but,  of  course, 
since  I  have  become  Director  of  Public  Service  I  have  become  more 
discreet,  because  I  realize  now  that  the  fate  of  nations  depends  upon 
the  way  we  treat  the  Chairman  of  the  Interstate  Commerce  Cominis<- 
ion.  (Laughter.)  But,  notwithstanding  his  careful  perusal  of  our  doc- 
uments, and  his  calling  me  all  kinds  of  names  in  times  past,  this  is  the 
first  time  he  has  ever  referred  to  me  as  a  fireman.  (Renewed  laughter.) 

I  wish  to  assure  you,  Mr.  Director  General,  that  after  all.  the  sit- 
uation here  perhaps  is  not  as  serious  in  that  regard  as  the  Chairman  of 
the  Interstate  Commerce  Commission  hinted,  because  if  the  plain  truth 
be  told,  there  has  not  been  any  fire  against  the  Railroad  Administration 
in  this  convention.  There  has  been  no  attempt  to  burn  up  the  Rail- 
road Administration,  except  I  might  suggest  that  there  was  one  inci- 
dent that  almost  developed  into  that  fire.  The  boxes  were  carefully 
filled,  the  kerosene  had  been  poured  over  them,  and  the  speaker 
just  on  the  point  of  lighting  the  match  this  afternoon,  when  an  unfeeling 
convention  insisted  on  calling  time.  (  I  Daughter,  i  It  may  be  BUgg 
that  tiicie  were  some  bucket-  of  water  waiting  about  on  that  floor,  but 
a-  it  i-  we  will  have  neither  fire  nor  the  buckets  of  water  in  this  con- 
vention. 

The  Chairman  of  the  Interstate  Commerce  Commission  ha<  refer- 
red to  the  Alight  slip  in  the  u-ual  moral  law<  which  was  incurred  on  the 
part  of  the  former  president  of  the  W.K'iation  in  connection  with 
these  certain  houses  on  Park  Street  in  the  city  of  \Yashington.  D.  C. 
I  think  most  of  you  are  familiar  with  the  episode,  luit  when  I  was  a 
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boy  we  had  a  legend  to  the  effect  that  people  who  lived  in  glass  houses 
should  not  throw  stones.  (Renewed  laughter.)  It  is  only  because  of 
my  high  regard  for  the  Chairman  of  the  Interstate  Commission,  and 
the  natural  fear  and  trembling  which  I  have  of  him  because  of  his 
exalted  position,  that  I  refrain  from  indicating  to  you  the  details 
of  an  episode  last  night  by  which  the  worthy  Chairman  of  the  Inter- 
state Commerce  Commission  received  a  liberal  education  on  the  subject 
of  how  poor  girls  get  pearls,  flowers,  and  limousines.  (Laughter.) 

There  was  an  animated  discussion  yesterday  on  the  subject  of  what, 
after  all,  was  the  thing  which  the  retiring  president  of  this  Association 
would  most  need.  Suggestions  were  made  as  to  sets  of  United  States 
Supreme  Court  Reports  and  leather  traveling  cases,  gold  headed 
canes,  and  a  few  other  things  like  that,  and  finally  the  Chairman  of 
the  Interstate  Commerce  Commission  said,  "I  agree  that  the  thing 
which  Elmquist  mosts  needs  and  which  would  do  him  most  good  would 
be  some  more  lessons  in  golf."  (Laughter.)  We  have  both  played 
with  him  and  we  both  appreciate  the  need  he  has  for  an  education  of 
that  kind. 

Mr.  AITCHIXSON:  Also  a  cash  register  to  keep  count  of  the 
strokes.  (Renewed  laughter.) 

Mr.  THELEN  :  Yes,  I  agree  with  that.  However,  we  have  recon- 
ciled ourselves  to  the  fact  that  we  were  compelled  to  forego  this  plan 
by  the  knowledge  that  a  young  man  who  has  a  good  watch,  that  keeps 
time,  will  know  at  what  hours  of  the  night  it  is  or  is  not  proper  to 
enter  into  the  house  when  the  master  of  the  house  is  gone.  (Laugh- 
ter.)  • 

Gentlemen,  I  have  been  in  a  somewhat  unusual  position  in  the  last  two 
two  years.  I  had  a  little  touch  of  experience  as  a  State  Official,  and 
now  I  have  had  a  little  touch  of  experience  as  a  federal  official.  Per- 
haps some  of  you  may  think  that  such  experience  might  result  in  a 
divided  allegiance,  an  allegiance  to  the  principles  which  I  stood  for  in 
years  gone  by  as  a  state  official  and  an  allegiance  to  the  principles  that 
I  stand  for  as  a  federal  official.  But  after  all,  that  is  a  mistaken  view, 
because  the  proper  exercise  of  the  power  of  the  state,  together  with  the 
proper  exercise  of  the  power  of  the  Government  after  all  makes  a 
single  unit  and  that  single  unit  is  best  for  the  country  as  a  whole.  I 
therefore  find  myself  under  no  divided  allegiance,  although  sometimes 
I  sit  off  on  one  side  and  look  at  a  federal  problem  from  the  state 
point  of  view,  and  sometimes  I  sit  off  on  one  side  and  look  at  a  state 
problem  from  the  federal  point  of  view. 

Xo\v,  for  just  a  moment  or  two  I  want  to  look  at  you  state  officials 
from  a  federal  point  of  view,  and  I  want  to  say  a  few  things  that  I 
think  ought  to  be  said  publicly. 

I  want  to  draw  attention  to  the  fact  that  regulation  of  utilities  in 
this  country  started  with  the  states ;  that  the  states  progressed  and 
did  the  things  for  the  public  in  the  way  of  regulation  which  should 
be  done,  and  that  the  federal  government,  haltingly,  limpingly,  slowly 
followed  after ;  and  that  whatever  advantage  there  is  in  federal  regula- 
tion has  been  gained  by  the  federal  government  from  the  states. 


AM)     UTIUTIKS     '.'MM  MISSION!  .> 2  1 

1  want  also  to  draw  attention  to  the  fact  that  one  reason  win  the 
Interstate  Commerce  Commission  at  this  time  enjoys,  as  it  does,  the 
confidence  of  the  public,  and  performs  its  duties  with  such  distinguished 
ability,  is  because  that  of  the  eight  members  of  that  Commission  five  are 
former  state  Commissioners.  (Laughter  and  applause). 

I  wish  also  at  this  time  to  pay  public  tribute  to  the  patriotism  which 
the  State  Commissions  of  this  country  displayed  during  the  war  under 
most  trying  circumstances.  There  was  a  question  as  to  what  your 
jurisdiction  was.  and  a  question  a>  to  what  was  the  jurisdiction  of 
the  federal  government,  and  in  solving  that  most  intricate  and  delicate 
problem,  the  State  Commissioners  showed  themselves  to  be  broad- 
minded,  helpful  and  patriotic  in  the  highest  degree,  and  the  people  of 
this  country  ought  to  know  the  facts,  particularly  when  indiscriminate 
attacks  are  made  upon  the>e  state  commissions.  And.  gentlemen,  after 
the  war  was  over,  after  the  armistice"  was  signed,  that  same  helpful 
spirit  continued. 

Questions  could  well  have  been  raised  then  as  to  whether  this  or 
that  or  the  other  might  not  have  been  restored  to  the  states,  but  the 
Mates  did  not  raise  tlu»e  questions.  The  states  continued  to  be  helpful 
and  to  co-operate  in  every  way,  and  it  was  only  within  the  last  few 
days  as  President  Klmquist  has  shown  us.  that  in  connection  with  this 
car  service  problem  which  lies  so  close  to  our  hearts  at  this  time,  nearly 
all  of  the  state  commissions  issued  circulars  based  upon  the  appeal  of 
the  Director  (ieneral.  calling  upon  receivers  and  shippers  of  freight 
in  their  respective  states  to  do  their  full  part  in  solving  the  common 
problem.  And  thereafter,  up  to  within  just  a  few  days  ago  the 
state  Commissions  have  shown  the  same  broad-mindedness  and 
helpfulness  which  they  -bowed  all  through  the  war  period. 

And  now.  if  I  may.  I  would  like  to  set  myself  aside  just  for  a 
minute  and  look  at  the  I'Yderal  Administration  from  a  state  point  of 
view.  It  may  be  that  I  will  be  'Mired''  for  what  1  am  about  to  >av.  1 
do  not  know  that  I  would  regret  it  very  much  because  von  know  how 
anxious  1  am  to  get  back  as  a  private  citi/en  in  my  own  stat»'  and 
piactice  my  own  profession,  so  that  if  anything  I  say  now  helps  that 
along,  why  there  may  be  a  silver  lining  to  the  cloud.  (  Laughter) 

I  have  worked  since  the1  first  of  February  as  a  Director  in  the  Rail- 
road Administration,  and  1  have  had  the  best  possible  opportunity  to 
rve  the  working  of  the  other  directors  and  particularly  of  the 
Director  (ieneral.  I  have  -eeii  the  difficult  problems  that  h; 
fronted  the  Director  (Ieneral  from  day  to  day.  One  problem  one 
day  and  there  Mirrly  would  be  another  the  next  day:  we  did  not  know 
what  it  would  be  but  we  knew  there  would  be  some  other  problem  and 
that  it  would  be  difficult.  I  have  seen  how  patiently,  per.xeveringly. 
never  sparing  himself,  the  Director  C  Ieneral  has  tackled  eve- 
problem  as  it  came  along,  and  I  have  sem  how.  in  whatever  he  did  h" 
animated  by  the  hi:  tlSC  of  public  ^-rvice.  He  lias  dmu 

what   he  tlu-ught    was  right   in  order  that    the  people  of   this  count!  • 
might    have   tbc^e  problems   properly   sol' 
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I  want  to  say  to  you  gentlemen,  when  I  go  back  as  a  private  citizen 
to  California,  one  of  the  most  pleasant  memories  in  my  whole  life  will 
be  the  fact  that  I  have-  been  associated  with  a  man  who,  under  such 
tremendous  difficulties  has  tackled  these  problems  the  way  he  has,  and 
has  solved  them  the  way  he  has.  (  Prolonged  applause). 

And  now.  Mr.  I  lines,  if  you  want  to  "fire"  me  I  am  perfectly  ready 
to  go,  but  I  had  to  say  that. 

Mr.  II  INKS:  X<>.  you  will  have  to  try  again.  (Laughter  and 
applause. ) 

Mr.  THFI.F.N  :  In  conclusion,  and  after  all,  you  know,  I  tried  very 
hard  to  beg  off  this  program.  I  wanted  Chairman  Lewis  to  place  me 
last,  hoiking  that  the  other  speakers,  and  I  had  in  mind  one  particularly. 
and  not  the  Director  General,  would  consume  so  much  time  (laughter), 
that  by  common  consent  there  would  be  a  rush  for  the  door  before  my 
name  was  announced;  but  unfortunately  it  did  not  turn  out  that  way. 
(Renewed  laughter).  Nevertheless,  the  hour  is  so  late  that  I  know  the 
very  best  service  I  can  render  you  is  to  quit  just  as  quickly  as  ever  I 
can. 

I  am  going  to  perform  that  service  and  simply  say  in  conclusion,  that 
as  I  have  sat  here'  in  this  Convention  and  have  watched  your  action 
in  selecting  the  men  who  are  to  guide  your  destinies  next  year,.!  had  a 
thrill  of  pleasure  and  of  pride  because  the  same  good  sense  and  good 
judgment  that  this  Association  has  shown  in  times  past — excepting 
one  year — in  selecting  their  presiding  officers,  is  still  behind  them. 
You  have  selected  men  who.  by  their  work  have  deserved  to  be  your 
leaders,  and  I  am  sure  that  under  their  guidance  the  State  Commissions 
will  continue  to  exercise  the  useful  and  the  honorable  am!  the  patriotic 
function  which  is  theirs  in  the  governmental  policy  of  this  country. 
I  thank  vou.  (Prolonged  applause). 

Toastmaster  COFFIN  :  [  would  not  be  true  to  the  feelings  that  are  in 
my  own  heart  and  mind  if  1  did  not  take  the  time  to  say  that  on  behalf 
of  th'e  citizens  of  Indianapolis,  on  behalf  of  the  Chamber  of  Commerce, 
we  feel  that  this  evening  has  been  a  real  event  in  the  activity  and  the 
life  of  our  city.  We  are  more  than  glad  to  have  had  this  opportunity 
of  showing  some  attention  to  our  visiting  brethren. 

I  had  the  pleasure  a  while  ago  on  behalf  of  the  Chamber  of  Commerce 
of  bidding  you  all  welcome.  I  now,  not  because  I  am  to  say  "good- 
night," but  still  because  of  my  position,  have  the  pleasure  of  saying  to 
you  all,  "Good  night  and  pleasant  dreams."  (Applause). 
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